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As a leading U.S. publishing firm, 
Miller Freeman serves many key 
industries with highly-specialized 
journals that provide selective 
readership and selective advertis- 
ing coverage. Markets outside the 
U.S. are served by long-estab- 
lished publications in the world- 
wide mining and pulp and paper 
industries; plus external coverage 
of construction, commercial fish- 
eries and forest products through 
CONSTRUCTION WORLD, 
PACIFIC FISHERMAN IN- 
TERNATIONAL, THE LUM- 
BERMAN, THE TIMBERMAN, 
and a new publicatidn, WORLD 
WOOD, which will have a con- 
trolled circulation of over 8,000 
in 85 countries. 

The combination of these ac- 
tivities provides international 
advertisers with a single source 
for selective advertising coverage 
and for authoritative market data 
on a variety of international 
industries and markets. Contact 
your nearest Miller Freeman office 
for any information you require. 
We’re glad to be-of service. 
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FOR WORLD-WIDE 


MARKET DATA, 
RECENT AND RIGHT 


WORLD MINING: Covering 
the world-wide metal mining in- 
dustry. Circulation (BPA) 12,500 
(No U.S. circulation). Compan- 
ion publication to Mining World 
(No. America). 


PULP & PAPER 
INTERNATIONAL: 
Covering the world-wide 
pulp paper and paper- 
board industry. Con- 
trolled circulation over 
4,000 (No U.S. circula- 
tion). Companion publi- 
cation to Pulp & Paper 
(No. America). 
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Oscar Cornejo 


Sylvan M. Barnet, Jr. 


The new ILA.A. officers for the 1960-62 term were 
announced at the first meeting of the newly-elected 
Board of Directors. . 


PRESIDENT: ELMO C. WILSON, President of 


International Research Associates, Inc. 


FIRST VICE-PRESIDENT: CLINTON V. PICKER- 
ING, Jr., Manager, Advertising Department, Union 
Carbide International Company. 


SECOND VICE-PRESIDENT: SYLVAN M. BARNET, 
Jr., President of Barnet and Reef Associates 


THIRD VICE-PRESIDENT: OSCAR CORNEJO, Ex- 
port Advertising Manager, Worthington Corpora- 
tion 

THIRD VICE-PRESIDENT: BAXTER REESE, Ad- 


vertising Manager, International Standard Brands, 
Inc. 


SECRETARY: MISS ELIANE HENNO, Advertising 
and Promotion Manager, International Division, 
Owens-Corning Fiberglas Corporation 


TREASURER: H. EARLE BRAISTED, President of 
Joshua B. Powers, Inc. 


Under the new Constitution and By-Laws, the 
Board of Directors is responsible for the election of 
the officers for the Association. The newly-elected 
group will serve through May, 1962. 

Since April 1, 1948, Elmo C. (Bud) Wilson has 
been president of International Research Associates, 
Inc. Before joining INRA he was director of research 





Directors Announce New Association Officers... 


Miss Eliane Henno 





H. Earle Braisted 


C. V. Pickering, Jr. 


of the Columbia Broadcasting System. During World 
War II he was O.W1I. Chief of Surveys in the Euro- 
pean Theatre of Operations, and during part of his 
service overseas he served in the same capacity with 
the Psychological Warfare Division of S.H.A.E.F. 

Bud graduated from the University of Minnesota, 
Class of ’28. He also did post-graduate work in jour- 
nalism, political science and propaganda analysis. 
After receiving his Master’s Degree he turned to 
teaching at the University of Minnesota. In 1940 he 
became associated with the Elmo Roper organization. 

Wilson is the author of many articles on opinion 
and market research, and of two books, “In 1936” 
and “In 1937”, both contemporary histories wirtten 
in collaboration with Dr. Alvin C. Eurich. 

Mr. Wilson has served as the chief executive officer 
of the I.A.A. since this past February when he 
assumed the duties of Vincent Tutching, then Presi- 
dent of the I.A.A. and Vice-President of McCann- 
Erickson Corporation (International). At that time 
Mr. Tutching was appointed a director of Hansen 
Rubensohn-McCann-Erickson Pty., Ltd. of Australia 
where he became general manager of the Melbourne 
office. 

In addition to Mr. Tutching, the term of office for 
the I.A.A. Secretary, Mr. Harold E. Weinholtz of the 
International Department of MacManus, John and 
Adams, Inc., has also expired. The entire Association 
wishes to express our sincere thanks and affection to 
Mr. Tutching and Mr. Weinholtz for their contribu- 
tions and leadership that they enthusiastically donated 
to the Association over these past years. 
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European Council Formed 


The formation of the European Council of the I.A.A. 
was approved by the Board of Directors at their June 
meeting. The new Council was organized according 
to the new Association Constitution and By-Laws 
when representatives from thirteen European coun- 
tries met in Frankfurt, Germany. The Council, which 
supplants the I.A.A. European Committee, is re- 
sponsible for the activities of the Association in 
Europe. 

The three Regional Vice-Presidents for Europe 
were named by the Council: 

Dr. Rudolf Farner, President of Dr. Rudolf Farner 
Marketing and Advertising Agency, Zurich, 
Switzerland; 

Erik Elinder, Wilh. Anderssons Annonsbyra, Stock- 
holm, Sweden; 

Leslie Cort, Director, Colman Prentis & Varley Ltd. 
(International Division), London, England. 

They will serve on the Board of Directors through 
May, 1962. 

Officers and members of the European Council were 
also announced: 

OFFICERS: 

President — Dr. Rudolf Farner, Switzerland 

First Vice-President — Erik Elinder, Sweden 

Second Vice-President — Leslie Cort, United 

Kingdom : 

MEMBERS: 

Austria — Fred Ungart 

Belgium — Leon Van de Merghel 

Denmark — Ole Sylvester-Hvid 

Finland — Eugen Ulfves 

France — Rene Giraud 

Germany — Hubert Strauf 

Netherlands — J. J. Fils 

Italy — Dr. Mario Visconti di Modrone 

Norway — Jonas S. K. Schigtz 

Spain — Francesco Garcia Ruescas 

Sweden — Goran Tamm 

Switzerland — Dr. Max Doleschal 

United Kingdom — Arthur C. Burton 

The Council outlined its program of activities for 
the next twelve months. Preliminary plans for the 
1961 European Convention were completed. England, 
Sweden and Spain are under consideration to serve 
as the host country for the Convention. The site and 
date is expected to be announced shortly. 

The Council also discussed plans for a European 
membership drive, formation of local chapters accord- 
ing to the Constitution and By-Laws, round table 
discussions and workshop meetings. The next meeting 
will be held in Copenhagen, Denmark. 
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INTERNATIONAL ADVERTISER Magazine: published 12 times 
yearly by International Advertising Association, Hotel 
Roosevelt, 45th Street and Madison Avenue, New York 17, 
N.Y., U.S.A. $25.00 Annual Membership dues to Inter- 
national Advertising Association include $5.00 annual 
subscription to International Advertiser Magazine. Second 
Class Postage at New York City, N.Y., U.S.A. Editorial and 
Executive Offices: INTERNATIONAL ADVERTISING ASSO- 
CIATION, Hotel Roosevelt, 45th Street and Madison 
Avenue, New York 17, New York, U.S.A. 


© 1960 International Advertising Association. All Rights 
Reserved. Return Postage Guaranteed. 





A.L.A.A. Elects New Officers 


New officers for the 1960/61 year were elected at 
the annual meeting of the Association of Interna- 
tional Advertising Agencies. The new officers are: 
President, Thomas W. Hughes, President of National 
Export Advertising Service, Inc.; Vice-President, 
Mr. Horacio Alban Mestanza, Vice-President of For- 
eign Advertising & Service Bureau, Inc.; Western 
Vice-President, John M. Hanley, The Buchen Com- 
pany, Inc.; Secretary/Treasurer, Archibald L. Beyea, 
Vice-President Gotham-Vladimir Advertising, Inc. 





Pictured at the first meeting of the European Council are left-to-right 
Dr. Rudolf Farner, President of the European Council and Regional 
Vice-President of the 1.A.A., Ole Sylvester-Hvid of Denmark, Dr. Max 
Doleschal of Lausanne, Switzerland, Francesco Garcia Ruescas of 
Madrid, Spain, Jonas S. K. Schiotz of Oslo, Norway, Leon Van de 
Merghel of Brussels, Belgium, and Erik Elinder of Stockholm, Sweden, 
First Vice-President of the European Council and Regional Vice-President. 
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Chairman: ALLEN REFFLER 


Eastern Advertising Manager, Life International Edition 


PROCEEDINGS OF THE 


th ANNUAL INTERNATIONAL ADVERTISING 
ASSOCIATION CONGRESS 


THE CHANGING NEEDS OF INTERNATIONAL SELLING 








| ‘ sg ; | 
VICTOR Z. BRINK | 
Manager, Overseas Distributors & Export Suppiy Operations, 
| Ford International Group, Ford Motor Company } 





It is a great pleasure to be here this morning and to 
have an opportunity to participate in this Convention. 
I should like to add my own welcome to the members 
here from other countries. 

There is always a tendency in conventions of this 
kind to cloak our own particular interests in cosmic 
significance. Instead of viewing ourselves as a group 
of advertising men or salesmen, we talk of crusades to 
bring the manifold blessings of our industrial progress 
to the rest of the world. 

But I am frank to confess that I feel there is more 
than a little justice for this group’s laying claim to 
such distinction. The exercise of our varied business 
skills in international commerce “— especially those 
in the areas of selling—does have significance that 
far transcends the merely commercial. 

The expansion of world trade and our participation 
in that process matters a great deal not only to us, 
as members of one business concern or another, but 
also to our countries and to the broader interests of 
world peace and progress. 

We know that world trade is a vital factor in the 
efforts of less industrialized nations to progress. In- 
creasingly, our efforts must help to meet the needs 
of peoples who, under relentless population pressures, 
are seeking newer and faster ways to raise their stand- 
ards of living. The managerial skills and know-how 
that we contribute through the normal operations 
of world commerce are of direct importance in that 


process. 

We also see the increasing importance of trade as 
an arena of power conflict. We hope that strengthening 
commercial bonds between free-world countries will 
lead to strengthened political and cultural ties. We 
know that, historically, economic interdependence is 





one of the best safeguards against military and 
political aggression. 

We feel the impact of foreign trade when used by 
Soviet Russia as a weapon of the Cold War. Not only 
is the Communist bloc attempting to outproduce us, 
but it is stepping up its trade in non-Communist 
countries, underselling the West and dumping its 
goods to suit its political aims. 

And in our own country, we find foreign trade 
of far deeper importance to us than a mere plus to 
our domestic sales; it is a growing need of our 
economy, in terms both of raw materials and of 
expanding markets for our goods. 

(Continued on Page 4) 


*K * * 





Allen Reffler, Chairman of the 12th Annual Congress, 
speaking before a luncheon session. 
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One thing is clear: the world’s potential for dra- 
matic economic progress never has been greater or 
carried with it brighter hope for the peoples of many 
areas. But making this hope a reality depends upon 
bringing imaginative, aggressive purpose to our jobs 
as international businessmen. We must recognize that 
market growth means change, and that the procedures 
and policies of today’s sales management may not be 
sufficient for the decade ahead. 

As business managers, we sometimes find ourselves 
of two minds about change. On one hand we recognize 
its opportunities and challenge, and on the other, 
we tend to resist it, seeking the stable market and 
the assured, predictable return. But commerce, both 
here and abroad, thrives on change and the needs 
of an expanding world. 

How capably management responds to this change 
will be a swift and sure measure of our business 
ability and our ultimate success. 

I am particularly pleased that United States busi- 
nessmen are anxious to discuss international selling 
because it is evidence that they are taking a fresh 
and more realistic look at their competitive per- 
formance. 

This morning I shall deal primarily with export 
sales, recognizing of course that this is by no means 
the whole sum and substance of international selling. 
At the same time, I believe that most, if not all, of 
the principles I want to discuss will apply equally 
well to other activities involved in establishing and 
maintaining markets abroad. While my remarks will 
also be based to a considerable extent on U. S. experi- 
ence, I am hopeful that they will also be of broader 
application. Certainly we in the U. S. have so much to 
learn about international selling that we are probing 
it with more than usual interest. 

Despite the general acceptance of our products 
overseas, United States salesmanship has not been 
an unqualified success. We have engaged in the post- 
war market with the knowledge that many of our 
products could sell themselves. Now the situation 
is changing; we are losing our inherent product advan- 
tage and are faced with learning how to sell in depth. 
Sales of American-made products in foreign markets 
are tracing increasing competition as overseas cus- 
tomers become more discriminating, more sophisti- 
cated and better judges of value. 

Consider the recent history of United States export 
sales. Excluding military goods, United States exports 
reached $14.3-billion in 1954, hit a peak of $19.4- 
billion by 1957, and then slumped to an estimated 
$16.2-billion in 1959. 

The shrinkage of our overseas markets shows up 
dramatically in our balance-of-payments position. 
Secretary of the Treasury Anderson recently reported 
that last year’s net payment deficit was about 
$3.7-billion, of which $700,000 was represented by 
gold outflow. This outflow in itself is not especially 
alarming —in fact, it has been one of the objectives 


« 
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of our foreign recovery programs— but any trend 
toward further imbalance would indicate danger. 

United States exports of automobiles, electrical 
machinery and finished goods have particularly felt 
the pressure of revitalized economies abroad. Figures 
for automobiles and truck exports are an excellent 
case in point. 

In 1951, the United States automobile industry 
exported approximately 470,000 cars and trucks; 
in 1959, we exported only about 311,000 units. This 
decline occurred during a time when total vehicle 
exports by major producing countries rose from 
1,325,000 in 1951, to 2,149,000 in 1959. 

The largest increase in world automotive trade is, 
as you know, West Germany’s. In 1951, its share 
was nine-percent of world vehicle exports; last year 
it was 34-percent. 

Because United States exports have been slipping, 
its businessmen have a particularly great need for 
imaginative, forceful action. We need to take a fresh 
look at our competitive position, to stand back and 
appraise our products carefully and critically. Obvi- 
ously our products must be competitive in design, 
quality and price if we are to maintain, much less 
increase, overseas markets. 

A primary consideration in selling abroad, as it is 
here, is the design of the product—running the 
range from new product lines to the more detailed 
features. As a consistent pattern in design we see a 
demand in foreign markets for the simple and func- 
tional. 

The United States compact cars are an excellent 
example of a move in this direction. Acceptance of 
the Ford Falcon, for example, has clearly stopped 
the downward sales trend in many Ford overseas 
markets. In the San Juan district, Ford’s major export 
market, the Falcon added 60-percent to new Ford 
car sales in the first quarter of 1960. In some of our 
markets of lower volume, the record has been more 
spectacular; in the Far East, the Middle East, and the 
Mediterranean, the Falcon added importantly to 
U. S. passenger sales. I stated last December that the 
new U. S. compact cars would in my opinion arrest 
the downward trend of U. S. passenger car exports. 
In the light of our further experience I now feel 
even more optimistic about these five products. 

Next, there must be a firm and uncompromising 
emphasis on quality. The legend of the superiority 
of old-world craftsmanship is part of another era; 
but it is being increasingly challenged by the high 
standards of quality that now prevail in most U. S- 
made products. But neither should we send abroad 
products that are not of the highest quality by our 
own standards. Only if our exports stand up to the 
most critical comparisons can we hope to compete 
effectively with others. 

And in addition to offering competitive quality, we 
must offer competitive prices. This is perhaps the 
most difficult task of all; it means an even greater 
effort on our part to increase efficiency and cut our 
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costs. If we are to be truly successful in competing 
for our consumers purchasing power, we must in- 
creasingly deliver more value for the money. 

As more and more companies move into interna- 
tional markets, competition becomes increasingly 
severe. Many of these competitors have inherent ad- 
vantages in low labor and material costs, and some 
of them have the advantage of common market affilia- 
tion or free trade agreements. 

Assuming, however, that it has products of com- 
setitive design, quality, and price, sales management 
must gear its marketing activities to new and fast- 
changing conditions that are as varied as the nations 
of the world. 

Our markets range from the most primitive to the 
most sophisticated. At one extreme we sell to the 
prosperous West European; at the other, we sell to 
low-paid workers in nations where people are only 
beginning to lift themselves above a bare subsistence 
level. 

Our job is complicated further by the knowledge 
that each cultural group is in the throes of change, 
with some groups changing at faster rates than others. 
Here, perhaps, is the advertising and sales executive’s 
greatest challenge. He must discover potential mar- 
kets and then develop them vigorously, both reacting 
to and shaping market growth. 

I have often thought that his job was like that 
of the organist at Radio City Music Hall. Picture an 
organ with 480 stops, four banks of keys, and dozens 
of foot pedals—-capable of producing thousands of 
combinations of color, tone, and pattern. Playing this 
organ requires a skill similar to that of the inter- 
national sales manager, who, along with the organist 
might benefit by an extra pair of hands and feet. 

The international salesman needs to know more 
than the techniques of retailing his product. He needs 
to know law —Jinsofar as it relates to his market; 
he needs to know language and its importance as an 
aid to salesmanship; he needs to know financial man- 
agement = with special emphasis on inventory supply 
cycles and helping retailers stretch dollars over 
more stock and more sales; and he needs to have a 
working knowledge of local government policies and 
politics, particularly the broad administrative, legis- 
lative, and judicial actions that affect his territory. 

Beyond this, he must look for the emerging trends 
in overseas marketing. He must see the dominant 
selling changes that are taking place and will continue 
‘to take place during the 1960’s. Let me suggest a few 
of them to you this morning. Their importance varies, 
depending upon your viewpoint, but four in par- 
ticular come to mind: 





¢ One important selling trend is an increasing 
use of market research. 


¢ Another is a growing need to understand the 
consumer. 

¢ A third is closer communication between home 
office and field sales organization. 


>» 
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¢ And a fourth is an increasing emphasis on ag- 

gressive merchandising. 

Market research is just as important abroad as it 
is at home. Too often the international sales team is 
inclined to carry its prejudices and viewpoints to 
overseas markets without questioning their applic- 
ability. Market research, although by no means the 
whole answer, is a necessary first step in developing 
selling strategy in a new or shifting market. 

Recently, a market research agency studied one 
of the automobile markets in Europe. Interviewers 
discovered that the typical consumer takes a good 
deal of pleasure in simply driving his car and touring 
the countryside. He looks forward to touring, plans 
his vacations with it in mind, and generally builds his 
leisure time around it. The market research team 
recommended, obviously, that automobiles be asso- 
ciated with touring—a guideline that successfully 
initiated an entire marketing campaign. 

Evidence of a growing research consciousness over- 
seas is the rapid growth of advertising and market 
research agencies established and operated by trained 
nationals in a number of leading countries. These 
agencies are offering an increased range of service, 
from area probability sampling to depth interviewing. 

A second trend in international selling — one just 
as important as market research—is the growing 
need to understand the customer, to learn his lan- 
guage and customs, and to make a genuine effort to 
be accepted by him. Each year, long-held markets 
are being conquered by new competitors who are 
willing to learn their customers’ language and cus- 
toms. Their success often is due primarily to what 
Latin Americans call “simpatio” — a demonstration of 
understanding and genuine friendship. 

Fortunately, export management is increasingly 
stressing the need for such requirements as fluency in 
foreign languages and a better understanding of local 
cultures. Customers — wherever they may be— are 
people. They have their likes and dislikes and a 
natural inclination to do business with those they 
feel at home with. We can’t always count on a cus 
tomer to buy only on the basis of friendship, but we 
can expect him to be more favorably inclined toward 
our products if we make a genuine effort to accept his 
traditions and cultural inheritance and conversely 
sales are lost every day by salesmen who unwittingly 
irritate the customer or offend him through violations 
of local customs and concepts. 

While we are making an effort to know people 
better, let’s not forget our own sales force. Today’s 
successful sales manager lives closer to his field or- 
ganization. The jet age finds him traveling more 
frequently to the field, with benefits both to himself 
and to his sales force. 

Too often the salesman 3,600 miles away in Lima 
explains somewhat resignedly that management 
“... just doesn’t understand my problem down here.” 
We can’t buy or arrange a field man’s confidence in 











home-office understanding of his problems. We can’t 
do it by memos or telegrams; we must go out and talk 
with the salesman on his own home ground. We must 
show him that his problems are understood and that 
his sales efforts, wherever they may be, have our com- 
plete sympathy and support. 

The management that benefits by field travel also 
benefits by bringing field men home. Companies in 
the forefront of international selling encourage field 
men to bring back their ideas on design and manufac- 
turing plans, on the reasonable assumption that these 
men from the field know their market needs better 
than anyone else. Product planners will always design 
for the volume market— which is frequently the 
domestic market — but they also should anticipate, 
so far as is practicable, those modifications necessary 
for effective export sales. 

Next, we come to the necessity for more aggressive 
merchandising. Traditionally, exporters to under- 
developed countries have sold through an individual 
distributor—a man of considerable prestige in his 
community but often the sole source of supply and 
the sole salesman. 

Some companies have broken with this tradition. 
They have multiplied their wholesale and retail 
outlets and have pioneered with new and aggressive 
merchandising methods. While there will always be a 
place for exclusive sales distributors, it behooves all 
of us to explore other ways to place our product 
before the public. And regardless of the channels of 
distribution, we must critically examine and improve 
the entire range of merchandising effort from the 
point of our own export sale down to and including 
the ultimate consumer. 

When we think of aggressive merchandising, we 
should remember the all-important area of financing. 
Here, we need to pay increased attention to obtain- 
ing credit for our distributors and their customers, 
relying on both private and government sources. We 
must also fully utilize whatever help our own country 
can give us in insuring export sales. West Germany, 
for example, is financing sales of trucks in certain 
underdeveloped countries on five-year terms. This 
financing, insured by the West German Government, 
offers more favorable terms than we can offer in 
our own domestic market. Recently, the export-import 
bank announced a plan whereby the United States 
government would insure our export sales. While 
the merits of this plan are not yet fully tested, it is 
at least a start in the right direction. 

Financing sales will become more important as 
underdeveloped countries—or any area where re- 
sources are scarce—strive for economic growth. 
These areas are anxious to push their development 
rapidly and certainly will not be content to wait for 
the kind of evolutionary development experienced by 
older economies. Such nations will be strongly drawn 
to those businesses that offer the most favorable 
financing terms. 

Finally, we come to a most important, and all too 


often neglected, merchandising area—servicing our 
market. We need to provide service that runs the 
gamut from technological support to the prompt 
handling of customer complaints—service that is 
continuously sensitive to customer and market needs. 

The United States businessman has not done as 
well in this area as others have done, and he must 
make a renewed and more thorough effort along these 
lines if he is to match his competition. 

It is obvious, from what has been said this morn- 
ing, that the cost of this aggressive merchandising is 
rising, but I believe that it is more than proving its 
worth in terms of resulting sales and profits. Ford 
Motor Company alone has seen its International 
Group’s advertising budget more than triple in the 
last six years, quite apart from the rapidly-increasing 
budgets of Ford affiliates and subsidiaries abroad. 
Although our experience may not be typical, it is, 
I think, illustrative. 

As a kind of summing up, we must give attention 
to the major areas of product competition — adequate 
design, good quality and increasing value through 
competitive prices. We must also adjust ourselves to 
new and fast changing world conditions. With respect 
to the emerging trends in overseas marketing methods, 
it is clear that international selling requires creative 
action in certain major areas. We must define our 
customers through market research and then develop 
an increased understanding of their customs, language, 
and traditions. We must live closer to our field sales 
personnel and more effectively exploit their knowl- 
edge of the market. And we must reappraise and make 
more aggressive our total merchandising effort, giving 
special attention to financing and to servicing our 
market. 

We are faced with an expanding and volatile inter- 
national market. The challenge is to all of us who, 
directly or indirectly, serve this market, and our 
success will depend upon the capacity, imagination, 
and resourcefulness each of us brings to his job. 

We are, in many ways, a second diplomatic corps; 
we can only succeed through a full appreciation of 
the fundamental aspirations and social heritage of 
the people in our markets. And while this appreciation 
is needed by all nations, it is especially needed by the 
United States. 

I have always felt that commercial relationships, 
and individual friendships arising out of them, make 
positive contributions to international understanding. 
Although our efforts in export sales management are 
unlikely to make headlines, our success is of the 
utmost importance to our nation’s economic and 
political future. 

It seems to me that there has been no time when 
men have stood before an era that promises as much 
challenge and opportunity as ours. I feel certain that 
sales and advertising management will fully accept 
this challenge and continue their tradition of com- 
mercial leadership with its overall contribution to 
world peace and progress. 
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THE PRESSURE FOR INNOVATION IN ADVERTISING AND PROMOTION 


SYLVESTER L. WEAVER, JR. 
Chairman of the Board, 
McCann-Erickson Corporation (International ) 


The world is in a process of rapid expansion, the 
famed explosion of the sixties. When this process is 
understood more fully, those of us who play im- 
portant roles in it will be able to discern these roles 
more clearly. 

Part of this understanding is for all of us in our 
professional capacities. We must study how around 
the world commodities are turning into trademark 
brands, how advertising is replacing older selling 
methods, how research is replacing hunch, how self- 
service and shelf-selling is replacing older store prac- 
tices. We know that competition for expenditures, 
and for leisure time activities, and for basic categories 
of interest is increasing. We know that markets are 
broadening, that product use of all kinds is expanding, 
that commercial life is becoming more and more 
similar around the world. 

We recently had all our offices send in still pictures 
and tapes of their activities, going through their 
research work in the field, in the home, in mobile 
research units, and on through creative experimenta- 
tion, media planning and usage, selling promotions 
in action in various countries, and the whole range 
of communications in modern marketing, from the 
person of the consumer, through the sales personnel, 
the store itself, the advertising itself. The major im- 
pact of this vast gallery of photographs is that in all 
nations of the world, virtually, you will now find 
supermarkets, shelf space problems, media conflict, 
selling problems, advertising practices, and so on. 

Marketing is becoming truly world wide in its 
acceptance of basic tools. Our job to mount sales 
offensives against markets becomes easier to under- 
stand when we realize that in general our basic 
methodology of selling has been embraced through- 
out the world. We can find out what the people of 
a community need, what they can be persuaded to 
buy, how we can present the selling to them, and get 
the goods to them. 

The picture of Africa today is a symbolic one of 
this kind of universal form that marketing is taking. 
Even in the jungle country, where regular advertising 
media are hard to come by, one will see the selling 
trucks making their routes, with filmed entertainment 
followed by trademark brand selling, and the actual 
sale of products. In Ghana, saleswomen call door 
to door, hut to hut, with bargain bundles, as they 
are called, from a large soap and drug firm. The 
impact of these activities is to begin the process by 
which people change from commodity use to trade- 
mark brands. And no matter what the intellectuals 
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say, there is in this process a distinctly civilizing 
impact. For as the native population changes from 
the commodity use with its wide range of cleanliness, 
quality, its use by them at times of need, they adopt 
instead a requirement for uniformity, quality, even 
for certain esthetic qualities in packaging not found 
in commodity use, and they learn habits of personal 
cleanliness, of personal interest in themselves that 
is new to them. 

This is the bottom of a process that goes on to the 
highest sales in Rolls Royces just announced in Eng- 
land, at the other side of the scale. This is a process, 
of putting things we need and can find useful and 
pleasurable into forms that can be marketed 
not cars and drugs and foods, but branded merchan- 
dise. And part of this process is the education of 
people in the use of products to make their lives take 
on new values, and part of this process is in the up- 
grading of taste and the elevation of standards that 
comes surely and not so slowly as the process con- 
tinues. 

The fundamental understanding that affects all 
the particulars of all the jobs we do, it seems to me, is 
the understanding of the individual human condition. 
It is when we know what is happening around the 
world that we can make a more intelligent problem- 
solving approach to our jobs. And what is happening 
around the world is of a piece. There is a fundamental 
revolution going on, and I would like to try to explain 
it to you. Again, let us take the past as a point of 
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reference. If this were a meeting twenty-five years 
ago, we would talk about training ourselves for our 
jobs with a great deal more certainty about what was 
going to happen in the future. We have learned in 
these twenty-five years, and indeed earlier, that our 
predictions are not easily made to come true, and 
that it is better to concentrate on methods than on 
substance. 

It would be an ill-informed merchant who would 
today train his son to run his grocery store as he 
would have done a generation ago. The size and loca- 
tion and kind of store, the categories of products, 
the methods of display, the use of selling tools, the 
disappearance of personal selling, the automation 
ahead of even more of the process — all these things 
make the need for understanding basics, and 
understanding methodology important. There will be 
change, innovation, experiment, and lots of it. This 
is always a concern to human beings, who basically 
prefer security, which means no-change at least 
superficially. 

But the fundamental revolution, which motivates 
all parts of the changes in all aspects of life, is the 
matter that is not fully understood. This revolution 
is essentially the drive to improve the lot of the 
average individual. We get mixed up in understanding 
this, because’: so many of us have a lot that’s not 
bad. Unlike the policeman of Gilbert and Sullivan 
whose lot was not a happy one... ours is... or more 
and more of us have a happy lot. And yet, the fact 
remains that whether we are just emerging from 
jungle tribalism in Africa, or historic ignorance and 
poverty in the East and Neareast; or whether we are 
revolting against status quo-ism in still elite-run de- 
mocracies, or semi-democracies; or beginning to raise 
a timid voice of protest against the communist dic- 
tatorships — we all represent the same basic thing: 
the rising expectation of the common man, the in- 
creasing determination to have equity and equality 
among all men, the growing knowledge of many 
factual things which reduce the smoke screen of 
myth, ignorance, superstition, prejudice through which 
reality has been seen only dimly by most people. 

And basic to this understanding of our revolution 
is the knowledge that by and large our leadership 
in these various areas of the world do not live above 
this smoke screen, seeing the true picture of the real 
world, but indeed, are the menders of the smoking 
pots, swirling the eddies of blackening mists around 
reality to keep us confused along with them. Let us 
admit, of course, that each pot represents a strong 
interest and the menders have the most complete 
sincerity, the most honest convictions, the best of 
good will. Yet, they must go. Whether they represent 
yesterday in human history, with all its ignorant 
way of solving problems by passing them on to 
higher powers for decisions, learning rational action 
by the entrails of a chicken or the performance of 
ceremonials; whether they represent heresies against 
the nobility of the individual and the western dream 


of a fair world of a golden age, as the communist 
heresy of abdicating the role of the individual human 
to some new insect-like social good, which is a 
heresy of returning to the Pharaohism, the Diocletian- 
ism of state super-supremacy which is abhorrent to 
any man of good will; or whether they represent 
honest solutions to previous problems which no longer 
serve the needs of the individual today and tomorrow 
—still they must go. 

Those who know that this revolution can only con- 
tinue, that it must accelerate its speed, breaking 
through to new patterns, have a grasp of the problems 
of each vector of the revolutionary circle. Our particu- 
lar interest is in marketing worldwide. We are there- 
fore essentially in favor of the overthrow by circum- 
stances of older societies where most people lived 
perilously close to starvation, in an atmosphere of 
fatalism, at best, and where a small group kept the 
power, whether this group was aristocratic, clerical, 
or a communist elite. For us as marketers, forgetting 
our status as human beings, it is good that social 
upheavals are forcing the introduction of mass manu- 
facturing, ending inequitable and inefficient land 
tenure systems, replacing land use with more socially 
oriented plans, breaking the hold of the past repre- 
sented in most societies by the hereditary powers. 
And again, this does not happen through conspiracy, 
or through wickedness, or even luck. We are moti- 
vated by a deep insight, widely held among the intelli- 
gent of all peoples and races that a new era has 
come, that we can build a new society free from the 
suffering, misery, ignorance and stupidity of the 
past. Each man hastens to give his support to those 
things which are together hastening the change. In- 
stead of ignorance, education. Instead of prescribed 
learning, an open study to solve problems with refer- 
ence only to factual information, also known as the 
scientific method. Instead of despair, hope. Instead of 
subsistence, plenty. Instead of the past, the future. 

The charge that has passed into mankind from 
the realization of the possibility of a golden age is 
immense. And of course, it is immensely dangerous 
as well. For we must know, better than most, how 
near to savagery is man in many social orders, and 
how even the best of us must feel from racing pulses 
and shortening breaths the primitive that each con- 
ceals within. No more frightening picture exists than 
that of the mindless masses charging through the 
streets to desroy ... tear down... burn and loot... 
in a childish way, to get even with those at the top 
from keeping those at the bottom down. The nihilists 
marching toward the anarchy that precedes the com- 
munist distatorship can give one as genuine a fright 
as any other picture one can conjure up. 

But because some revolution is harmful and 
frightening, let us not forget that some revolution is 
bright and fair. We are among the original revolu- 
tionaries of the common man, we in America, We first 
sounded the heresies against the ordered world of 
progress under the ancient regimes of kind and 
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elite. To each and every man, we said, there is every- 
thing he can achieve without any stigma of status 
because of what he was born, or what race or church 
or previous class claimed him. This was revolutionary, 
dangerous, wrong. It survived ever stronger and 
greater, and today takes over the world as the primary 
tenet of all civilized thinkers. That we in America 
have let the Russians steal so much of the revolution 
as their own idea is one of the tragic blunders of our 
times. 

Those people who equate belief in tomorrow with 
nihilism because part of the belief structure denies 
old faiths misunderstand the modern insights. It is 
accepted by moderns that values are relative, that 
there is a price of anxiety in a society of tensions 
emerging from lack of status, and a mobile order 
egalitarian in base. It is understood that uniformity 
is needed to permit the intermingling of various 
groups and peoples without feelings of fear or shame 
or inferiority based on status from the past. It is 
admitted that the status society pays too high a price 
in inequality as its cost for its charm, color and pic- 
turesqueness. Just so it is admitted that our society 
is in process, loaded with inequities, still to overcome 
many weaknesses, bound to pass through certain 
transitional periods and phases that will bring cries of 
despair. The childishness of our hopes and efforts as 
we emerge into the first adults is ridiculous in its 
status-seeking, its imitativeness, its uncertainties. But 
it is better than the past, mainly because it is based 
on knowledge. 

They said it was God’s will that children died, and 
it turned out to be virus. They said it was man’s 
nature to sin, and it turned out to be mental aberra- 
tion. They said this and that and then the next thing 
was certain and final, and in every case, in every 
society, in every time, whatever it was that was final 
and true and all-inclusive turned out to be limited, 
and wrong, and fragmentary. 

The insight of the evolution comes from this nega- 
tive understanding of the people, that the leadership 
has worked not from some miraculous point of 
vantage with access to far truer sources of informa- 
tion, but just like everyone else, and as knowledge 
grew in amount and in dissemination, the insight grew 
to include the potential of vast true data freely shared 
by all men, delivered to them at the speed of light in 
incredible amounts about all subjects and available 
to them wherever they might be. No simple little 
thing like print ever had the kind of force that this 
revolution in communications and its implications for 
the sharing of knowledge and experience means to 
the common man. He is indeed the uncommon man 
of tomorrow and he knows it and this is good, not bad. 

Everyone knows that there must be management, 
and leadership, to make the forward plans and carry 
them out. Everyone knows there must be order in any 
society. But it is to us in the west who built the 
dream of Athenians all, with slaves of metals and 
electrons, it is to-us that the challenge comes to carry 


out the great revolution. We must preserve those 
values of use to the new order, but refuse to accept 
as credits for continuation mere existence of institu- 
tions or their histories. What is their present and 
future service? 

Take a simple example in our own field. The small 
store can be argued for on many grounds, but it must 
go, basically, as a means of distribution in modern 
societies, it must be replaced. In my own planning 
for some of our clients, I believe that even the super- 
markets are going to go as well. The scope of com- 
munications as I envisage them in long-range planning 
include the removal of stores as points of distribution 
for goods and services. Rather, we will see display 
points, with pushbutton electronic ordering of sizes, 
packages, services, products, with delivery to the 
home being made before the person arrives back 
home from the display point. Nothing is simpler than 
to set this whole thing up, but divulging more at this 
time will simply make me have to think of something 
else. 

Now how we take care of shopkeepers is important, 
but not so important that we keep an inefficient dis- 
tribution system because we feel sorry for them. And 
actually, each group profits by the revolution. Only 
transitions need concern our planning. For we are 
talking about a short work week and a short work 
year, when we talk of the U. S. and a few other top 
areas. Our basic problems will pass rather to use 
of leisure in a productive and enlightened way, rather 
than escape. 

There are many other examples where in market- 
ing, as in life in all aspects, change must come, and 
in coming, will upset and disturb many relationships, 
and many people. Yet, it must come, and we must do 
our part to make it come intelligently. For we are 
the fundamental leaders of the human revolution of 
modern times. In this context, we can best visualize 
all our efforts. We began it all by telling men that 
each was as good as the next. We exploded their 
minds, their hearts, their aspirations and the expec- 
tations. What has happened since has happened in 
response to the acquisition of new knowledge and 
the spread of that knowledge, but fundamentally, it 
all goes back to our American pronouncement of the 
equality of man, the end of the stigma of status, the 
beginning of the fair new golden world of equal 
individuals attaining their status through what they 
did, not what they were. 

As we understand that the primitive of the jungle 
wants food and a feeling of dignity, the inferiority- 
complexed people of many lands and many classes 
want a feeling of equality and fair play, the well-to-do 
people of modern societies want a feeling of equity 
and hope. 

Each person in each society, at each level of civili- 
zation, sees ahead his own personal great leap for- 
ward, or at least, the leap of his child. The cumulative 
impact of all these hopes, driving their holders to 
action of a wide range, but all adding to the ferment 
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of the day, is what churns our world, sending us 
roaring from crisis to crisis. 

Yet, the movement, the turbulence can be con- 
trolled. We as men in the finest flowering of our roles, 
as men the problem solvers, can find in the basic 
rightness that lies behind this revolution an inspira- 
tion to keep us doing better than our best. In our 
work particularly, as marketers and communicators, 
we have influence of great scope. We can resolutely 
adopt innovation as our creed, and turn our back 
on the past. We can take each problem and ask how 
to solve it. In our business, most approach problems 
not operationally, but attempting to guess what will 
please individuals who pass on our actions. It is not 
easy to get things done unless you please individuals 
with the right of authority, and yet, almost all the 
breakthroughs of our and other businesses come from 
those who determine to attack the problems opera- 
tionally, who disregard the taboos, who turn from the 
past, who recognize that whatever is, is obsolete. 

What will the new pattern be? What new medium 
will sell even harder? What new product will soar 
into super sales? What new size or package will 
change a marketing situation? What new point-of- 
sale will change a distribution situation? What arrest- 
ing quality in the art or the copy or the technique of 
an advertisement will give it that so important dis- 
tinctiveness in the loud roar of today’s noisy com- 
munications and begin the penetration that makes 
advertising do its really great work in great cam- 
paigns? 

It is perhaps hard to couple the basic problems 
of mankind and the need for change and innovation 
throughout our whole social fabric with the more 
limited problems that face us as marketers. But there 
is a real connection. If as you plan, you know that 
around the world, all men are in one way at least, 
like you, it should help. The way we are alike is in 
sharing this new expectancy to increase our stature, 
elevate our condition. 

This can take the form of the Buckingham Livery 
that now competes with Carey Cadillacs by having 
Rolls Royces with green-liveried chauffeurs — in 
other words, out and out status seeking, snob appeal- 
ing, conspicuous spending enterprises. It can take 
the form of the African bargain bundles. But it is 
change. It is movement that encompasses men on 
the march, and moving upward, in that they are 
breaking with the chains of the ancient way, the 
ordered way. As men break loose and begin to think, 
they will in time begin to think about how nice the 
really important things are. They will begin to 
prefer the better over the worse. They laughed when 
ten years ago I announced Operation Frontal Lobes 
at NBC Television, but most of the things I announced 
were done in the ensuing years. Some years later I 
announced the basic picture of our eventual home 
communications apparatus, and this too is coming 
closer every day. For the facts about mankind are 
not as complex as they are made out to be, in at 
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least some regards. We do know that we use very little 
of our brains, but can learn to use more. We know 
that we pretend to laugh at cultural things in America, 
and yet we got thirty million people to watch the 
Royal Ballet for an hour and a half; and since even 
bigger audiences have been gained for non-fiction, 
for cultural coverage, for the classics. It is not man but 
the social order that disciplines him in primitive 
fashion that gives us troubles. As we become more 
uniform, in any regard, we gain. For we must remem- 
ber that originally any stranger to the we-group was 
an enemy and to be killed. The strangers are still 
suspect, but more and more particularly through the 
proper use of television around the world, but also 
through the common use of common trademark 
brands, and the common methodology of selling, the 
strangers are being understood to be still us . 
differing in color and background and language and 
other facets, but still us, humans. Indeed, the lessons 
of recent years show that it is our shared culture, 
not our color or our church, that makes us brothers, 
for in war we have fought side by side, men of all 
races and religions, but Americans all, against the 
German who was much closer to us racially, but as a 
Nazi was as foreign as the leopard. 

As you consider your world wide problems, you 
must remember who you are and where you are, in 
time. And you are human beings, in a time of revo- 
lution. And most of you are carrying the revolution 
forward around the world because you are teaching a 
method that is shared or can be by all men, and 
that makes men have a better life, in the long run. 
Only those who are elitists at heart, in my opinion, 
worry about the process by which humanity is up- 
graded, and progress toward a golden area is made. 

Any resolutely clear thinking on how we thought 
about things a generation ago, and how we think 
today, must enlist men of good will behind the cause 
of change, of innovation, of breakthrough and better- 
ment. Whether our part is small or large, we who 
serve world marketing and world communications 
serve mankind. And in another generation, what a 
thrill to think of it, provided we survive and win! 
Thirty-hour week. Forty-week year. Most people of 
sound mind turning from escape and frivolous pas- 
times to literate and civilized tastes in their leisure 
time. Yet with the continuing paradox of even better 
entertainment, more exciting sports, more things to 
go and see, yet more things to do yourself. The 
panorama of tomorrow is exhilarating, for by then the 
common man will have become the uncommon man, 
and you will have helped make him so. 

To do your part, you have only to remember that 
you are first of all problem solvers, that the future 
belongs to you and your fellow men together, that 
you will win it by breaking the old patterns and 
finding the new solutions that make life for all of us 
richer, fuller, more enjoyable, achieving, accomplish: 
ing, building, maturing. Let us all be worthy of our 
roles. 
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It is a pleasure to have this opportunity to address the 
twelfth annual International Advertising Congress — 
particularly because I believe the topic assigned to 
me is timely and important. The changes which are 
taking place in American corporations today in man- 
agement outlook and organization for international 
business are full of significance for anyone interested 
in the marketing of the future. 

Those of you who have been associated with inter- 
national advertising for a long time, or who work today 
with smaller companies, will recognize the lonely 
figure of the old-time export manager. This is the 
fellow who most frequently belongs to no organiza- 
tional unit in the company or worse, functions in a 
corner of the domestic sales department. 

In good times, he gets his production allocations 
from the factory last, and conversely, in slack times 
he is expected to export or “dump” surplus produc- 
tion. His advertising allowance is low or non-existent, 
the credit manager looks askance at his overseas cus- 
tomers, and when he takes a business trip abroad, 
rumors fly that he is really on a Riviera vacation with 
a blond who is not his wife. 

Contrast this sad, if exaggerated picture with the 
very modern model of the president or vice president 
of the international division of a large or even medium 
size company. He has all the symbols of status, oper- 
ates through a worldwide network of office and plants 
and is asked to address gatherings like this because 
of the current, overwhelming interest in what he is 
accomplishing for his company, and to some extent 
for his country. Yet I shall suggest to you that this 
man, like his predecessor the export manager, is 
himself a transitional figure. 

I think it is fair to say that today international 
operations is the most talked about, written about, 
aspect of business — with research and development 
as its only close rival. Why is this so in view of the 
traditional preoccupation of American business with 
the domestic market? 

There are numerous reasons, many of them obvious, 
which would take a long time to cover, but to men- 
tion a few: first, the world population explosion; 
second, the post war rate of economic growth abroad 
which has been higher than at home; third, the enor- 
mous unsatisfied demand in the underdeveloped coun- 
tries; fourth, the emergence of the European Common 
Market and other regional market combinations. 

With this background, but speaking strictly in com- 
pany terms, I believe the prime motivation in Ameri- 
can Machine & Foundry Company —and in many 


other corporations— behind the new emphasis on 
exports and overseas investment is the need for con- 
tinued growth. It is realized that a company must 
constantly move forward in terms of sales and profits 
or inevitably slip behind. The United States market 
for any product is not infinite. Finding or developing 
new products is difficult. Expansion in international 
markets is the answer to maintaining a growth pattern. 

A case in point is our experience in AMF with the 
automatic pinspotter—a machine which has auto- 
mated the bowling industry. This machine was de 
veloped by AMF engineers over a period of many 
years at great expense and introduced to the domestic 
market in 1952. The demand was such that to date 
AMF has leased more than 68,000 of these machines 
in the United States. Even though the number of 
American bowlers is constantly increasing, the future 
rate of growth cannot be rapid enough to maintain 
the pace set in the first eight years. Hence, we turned 
a short time ago to the overseas markets. The initial 
enthusiastic response to the automatic pinspotter 
and other AMF bowling equipment in such countries 
as England, Sweden and Mexico gives promise of 
another wave of expansion throughout the world in 
this sector of our highly diversified business. 

Seeking growth through exports and overseas 
manufacturing operations is a positive policy, part 
of the sales offensive of American companies. It would, 
however, be misleading to overlook the fact that 
since about 1950, the mass movement abroad by 
American industry has also had a defensive char- 
acter. 

Immediately after World War II, United States 
manufacturers enjoyed a worldwide sellers market 
encouraged and sustained by the massive foreign aid 
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program. Gradually foreign manufacturers, their 
physical plant restored by this same aid program, 
began to be once again a factor in international mar- 
kets. Today, severe competition from British, Ger- 
man, Japanese and Italian industry has become a 
hard reality not only within those countries but also 
in third markets such as South America, and even 
here at home. 

Again our experience in AMF illustrates a typical 
pattern of American business reaction to this threat 
of foreign competition. As the world’s leading manu- 
facturer of tobacco processing, cigarette and cigar 
making and packing machinery, AMF had been well 
established in all important export markets for more 
than forty years. In the post war period, we began to 
meet serious competition from a British and a Ger- 
man company, not only overseas but here in the 
United States. 

AMF has responded to this threat in three basic 
ways: first, we reorganized and enlarged our inter- 
national division in New York; second, we opened 
sales and service offices in various parts of the world 
to draw nearer to the customers; third, we acquired 
local manufacturing facilities for the tobacco ma- 
chinery product line in Europe, South America and 
the Far East. 

Today, AMF can offer several complete lines of 
machinery at different price levels, from different cur- 
rency areas, backed up by a multi-lingual sales and 
service staff who understand the customers’ problems 
at the local level. 

These two forces — opportunity for growth abroad 
and foreign competition — encouraging and pushing 
American companies into an emphasis on interna- 
tional activities have resulted in an enormous increase 
in our international business. Although exports 
slipped in 1958 and 1959, they are back up this year 
to the very high annual rate of $18.5 billion. Sales of 
U. S. subsidiaries overseas are growing phenomenally. 
Accurate figures are not available but these sales are 
estimated at about $40 billion a year. Profit ratios in 
overseas business are generally higher than in do- 
mestic. More and more companies are reporting that 
the international sector 1s accounting for higher and 
higher percentages of their volume and profits. 

These sales and profit figures are dramatic and 
have forced even reluctant managements to take 
notice and take action. As I indicated earlier, the pro- 
fession of the old-time export manager has come into 
its own. What is happening also is a trend towards 
fundamental changes in basic company organization 
and outlook to adapt to the needs of worldwide mar- 
keting as opposed to the purely domestic marketing 
of the past. 

I shall spend the balance of my time discussing 
the nature of these changes with you, but before doing 
so I.should pay tribute to the American companies 
which pioneered in the international field and which 
anticipated by many years the trend I am highlight- 
ing today. Many of you will be familiar with the 


long-standing, highly successful overseas operations 
of such companies as Singer Sewing Machine, Na- 
tional Cash Register, H. J. Heinz, Ford and General 
Motors, Corn Products Refining, Colgate Palmolive, 
Standard Oil and others. Nor should we neglect to 
mention foreign owned worldwide companies which 
have been important in the American market for 
many years such as Lever Brothers, Royal Dutch 
Shell and Phillips of Holland to mention a few. 

I submit, however, that it is only in the last decade 
that American companies as a whole have begun to 
learn about and take advantage of the experience of 
these pioneer companies. Most United States cor- 
porations, including my own, are in the early stages 
of the development of their international business and 
in many cases their efforts still bear the mark of 
the amateur. I am sure that the current awakening 
to the insufficiency of American organization and 
methods in export and overseas operations is going 
to pay off in greatly increased business in the future 
just as it has for the pioneer firm I have mentioned. 

The most important change now taking place is 
that American management is viewing the world 
market as a whole as its province. This manifests 
itself in many ways. A simple example is the extent 
to which top management is now travelling abroad to 
study possibilities firsthand. Another is that a cor- 
porate planning division, such as the one at AMF, 
plans and forecasts the development of the total cor- 
porate business, foreign and domestic, whereas over- 
seas business was previously excluded from this pro- 
cess on the grounds that it was too occult. 

Funds available for investment in expansion are 
now being allocated on a worldwide basis in the 
sense that the claims of the international division are 
considered in the annual budget process on an equal 
basis with the domestic investments. Research and 
development operations are being extended abroad 
both in the search for new technology and in the 
establishment of branch research laboratories in 
Europe and other areas. Advertising and public rela- 
tions programs are being extended to cover overseas 
markets on an increasing scale, and coordinated with 
corporate programs on a worldwide basis. 

The typical form of organization for the conduct 
of the foreign business of an American company is 
now an international division of the parent or in some 
cases a separate corporation which functions much 
in the same manner. This division is responsible for 
making recommendations to the management for the 
expansion of its international business. Typically, it 
is also responsible for the operation of the company’s 
export business and for the administration of the over- 
seas subsidiaries. In short, the international division 
is at once the staff arm of management for inter- 
national business and also a separate operating divi- 
sion of the company. 

I suggested to you earlier that the president or vice 
president in charge of this typical international divi- 
sion may be a transitional figure in the same sense in 
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which the old-time export manager has been ab- 
sorbed into the international division of the present 
day. The basis for this statement is that as the inter- 
national business of the corporation grows to the point 
of representing perhaps thirty or forty percent of 
total volume, and perhaps even a higher percentage 
of total profit, not only top management but middle 
management of the parent company are drawn in- 
creasingly into international operations. The parent 
company’s staff offices become so involved with the 
international division, and with foreign travel, that 
their relationships with the overseas subsidiaries tend 
to become the same as with the domestic subsidiaries. 
The international division is bypassed in the process. 

The final result of this kind of organizational 
development in many companies will be the aboli- 
tion of the international division and the conduct 
of the business on a worldwide basis from one head- 
quarters without regard for national boundaries. Top 
management and corporate staff will not only think 
in global terms, they will also operate globally. 

Perhaps a few examples of how this trend has 
manifested itself in my own experience in AMF 
would best serve to bring home to you its reality. 
J have already mentioned a number of corporate staff 
functions which are already operating in AMF on a 
worldwide scope — planning, market research, adver- 
tising, public relations, research and development and 
personnel administration. To this list must be added 
the treasurer and the comptroller who in any com- 
pany with substantial international business are in- 
evitably involved up to the hilt in the provision of 
funds and control over their expenditure. 

But it is when you come to the line functions of 
engineering, manufacturing and sales that the trend 
towards a world corporation becomes most startling 
and most significant. Suppose you have a subsidiary 
in Italy, as we do, and this subsidiary’s engineers 
develop a modification of a machine traditionally 
manufactured by the parent company which is ac- 
knowledged by all concerned to be a better engineered 
product. Suppose also that the same subsidiary can 
manufacture and sell this machine at a price sub- 
stantially below that of the parent’s comparable 
product and with a larger profit because of Italy’s 
lower overheads and taxes. If the parent company 
management is thinking in global terms, it must in- 
evitably consider discontinuing the manufacture of 
that machine in the United States, and commence 
supplying the domestic market as well as export 
markets from Italy. 

I hasten to add that if taken, this management de- 
cision does not necessarily mean a diminution in em- 
ployment in the parent company in the United 
States. If your planning process is working properly 
you have new, more sophisticated products moving 
from research and development into your domestic 
plants. The point is of course that you, as manage- 
ment, are making the best use of your resources of 
people and plant wherever located in the world. 
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To cite another example in the manufacturing 
area, let us take the case of a highly successful AMF 
product which began to meet with severe price com- 
petition in the United States from similar imported 
products. The old style response to this problem, 
which we have seen over and over again in such 
fields as textiles, flatwear, and watches, is to ask for 
tariff protection or go out of business. The new ap- 
proach—that of the global company — is to shift 
manufacture of that product to one of its overseas 
plants and become an importer on even terms with 
the foreign competition. Alternatively, the world cor- 
poration may meet this competitive situation by pur- 
chasing components from abroad for assembly at 
home, often components turned out in its own over- 
seas factories. 

A third case is that of the product line which loses 
much of its potential in the domestic market because 
of the shifting habits of Americans. I am thinking 
here of bakery machinery, another AMF product line, 
which in this country has become high capacity, 
high speed equipment for large centralized bakeries 
with mass production. Abroad, you still find the 
smaller bakeries, and in many parts of the world 
people are just demonstrating that as their standard 
of living rises, they shift from consumption of rice, 
beans and similar staples to bread which is a mark 
of status. 

AMF has been forced by market trends in the 
United States to discontinue manufacture of smaller, 
slower machines and to concentrate on sophisticated 
high speed equipment. But we are not neglecting the 
tremendous potential overseas where this trend is still 
years off. Instead, we are organizing our manufac 
turing and sales of bakery equipment on a world- 
wide basis to meet the present and anticipated needs 
of the industry outside the United States using the 
same machines which are no longer made in America. 
And, incidentally, this type of diversity necessitates 
totally different and local advertising, selling and sales 
promotion. 

You may say that such case histories do not prove 
that all companies will reorganize on a worldwide 
basis, and that in any case such a trend will be many 
years in developing. I could not agree more, and I 
fully recognize that for various reasons many com- 
panies will choose to ignore the potential of a world- 
wide approach to marketing. However, for those 
companies which adopt this approach there will be 
changes in organization and methods which will 
effect everyone who deals with them. 

Without meaning to be sensational, there is the 
instance of a relatively small U. S. firm which estab- 
lished a subsidiary in Brazil. The Brazilian com- 
pany which had no competition prospered and grew 
mightily. The U. S. parent which had severe competi- 
tion failed to grow as fast, with the result that the 
Brazilian subsidiary became larger than its parent, 
and the American personnel in Brazil asserted their 




















claim to leadership of the corporation with all that it 
implies. 

Because of the U. S. tax laws, many companies 
have established holding companies in countries with 
low tax rates in order to postpone payment of U. S. 
taxes on income from foreign business so that they 
can use the proceeds for expansion overseas. In many 
cases, there has grown up at the domicile of this 
holding company, whether in Switzerland or else- 
where, a large staff to administer its affairs. The hold- 
ing company finances expansion and in the case of 
some companies has even floated stock with the public 
overseas for this purpose. It is not inconceivable 
under these circumstances that the overseas holding 
company could become larger in terms of assets, sales 
and people than its American parent. If that should 
happen, would you have an American company or a 
Swiss company? The answer is that you would have 
a world company. 

The development of these holding companies and 
overseas headquarters of American companies en- 
gaged in international trade has meant a substantial 
amount of business for banks, lawyers, accountants, 


insurance campanies and the like in foreign countries, 
often at the expense of American talent, but as often 
in addition to the business available at home. This 
is also happening in advertising, and I see an increas- 
ing aomunt of advertising to be placed in the future 
by the overseas subsidiaries of American corpora- 
tions, or rather by the overseas units of worldwide 
companies. 

If what I have been describing as a trend should 
mature in full bloom, I, of course, would become obso- 
lete in my present capacity. The specialist in inter- 
national business would no longer exist because all 
of management would be working on a worldwide 
basis — jetting to Paris as well as California. This 
idea of personal obsolescence appeals rather than 
terrifies — first of all because the global company, 
as I have tried to point out, has the greater growth 
potential. Secondly, but no less importantly, such a 
trend if also followed by European and other coun- 
tries could not fail to have a beneficial, stabilizing 
effect in political terms, worldwide. This, of course, 
is what we all hope for and seek — beyond sales and 
beyond profits. I thank you. 
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The past ten years have witnessed a sustained and 
intensified interest in foreign marketing. It is very 
likely that this interest will continue to grow in the 
decade ahead, since many of the conditions that 
brought it about are still with us. I am referring to 
such considerations as excess production capacity at 
home, increasingly severe domestic competition, the 
prospect of higher profit margins abroad, a desire to 
emulate the success in foreign markets achieved by 
others, and the publicity given to opportunities cre- 
ated by the European Common Market. 

Under these conditions, it is only natural, I think, 
that we would find ourselves receiving an increasing 
number of inquiries for more specific information re 
garding marketing conditions to be encountered in 
an ever-growing number of countries. 

Based on our own experience in overseas markets, 
which now dates back more than 20 years, I can 
state with conviction that, when properly undertaken, 
marketing abroad involves little more risk or diffi- 
culty than selling in your own country. In fact, the 
going is somewhat easier in many cases. 

However, just as you must know as much as pos- 
sible about the needs of your customers at home and 
how best to satisfy them, so also is this knowledge 
essential in foreign markets. In fact, our experience 
indicates that precise information on foreign markets 


is even more important because these markets are 
often different in one or more essential respect and 
our own personal knowledge of them is less. Because 
we are farther removed from them, there is also a 
greater chance for fundamental changes to occur 
without our knowledge —changes which, if known, 
would signal the need for modifications in the product 
itself or in our method of selling it. 

On the other hand, if we are armed with all of the 
essential facts, our knowledge of conditions should 
be adequate ‘and our prospects for continuing success 
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great improved. 

A little time spent in learning and planning in 
advance for the conditions to be encountered in a 
new country will often pay big dividends in terms of 
much more rapid and broadscale success. Similarly, I 
have seen a number of cases in which lack of knowl- 
edge regarding some essential, though perhaps ob- 
scure, point slowed down the whole program or 
resulted in heavy losses. 

It is here in this area of fact-gathering that market- 
ing research is able to perform a service for those 
seriously interested in capturing their fair share of the 
mushrooming world markets. 

Gathering accurate information is not an easy job 
in itself. Many of the types of information needed by 
the average businessman are often either completely 
unavailable or, if available, of doubtful validity. Much 
depends upon the attitude of the governments and 
their willingness to appropriate funds for the gathering 
of essential census type or bench mark statistics. 
Without a firm foundation of reliable population, 
income, distribution and other basic statistics, the 
work of the market researcher is greatly handicapped. 

In our own case, it takes us typically about two 
years of preliminary data collection and validation 
before we are ready to produce reports for clients. 
To do so without this step-by-step procedure would 
run the risk of supplying inaccurate information 
which, if acted upon,‘ might seriously damage our 
clients’ business. 

In some cases, we have even had to bear part or all 
of the expense of gathering the basic census data so 
vitally necessary to the foundation of any sound 
marketing research program. For example, in Australia 
and New Zealand, we cooperated with the govern- 
ment and trade associations in planning and tabu- 
lating the first census of distribution for those coun- 
tries. And, in the United Kingdom, we made a 
complete census of the food and drug industries at 
our expense—da sizeable undertaking which took 
more than a year in itself. 


Despite these and other obstacles, we have ex- 
tended our marketing research services to include 
Australia, Belgium, Canada, Ireland, France, Nether- 
lands, New Zealand, Sweden, Switzerland, United 
Kingdom, and West Germany, and we have addi- 
tional countries under active study at this very 
mement. 


Most of our efforts in these countries are devoted 
to the Nielsen Retail Index Services, and it is from 
Our experience in applying these to the marketing 
problems of our international clients that I will draw 
for most of my talk. But before getting down to 
specific case histories, I think it is essential that I 
first review the Nielsen Retail Index Method so that 
we will all know the source of my facts. 

In the Nielsen Retail Index Services, we find out 
for manufacturers precisely what’s happening to their 
product and to their competitors’ in the retail stores — 


which are, of course, the final link in the chain from 
manufacturer to consumer. 

If you are not familiar with this research technique, 
your immediate reaction might logically be — “Why 
can’t Nielsen clients determine from their own sales 
records all of the facts they need for their manage- 
ment planning and control?” The answer is that these 
manufacturers are too far removed from the ultimate 
consumers of their products. 
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In drug, food, confectionery, tobacco, and many 
other lines, manufacturers do not sell directly to the 
consumer but sell to intermediaries, such as chain 
and wholesale warehouses, which, in turn, ship to 
chain and independent retail stores. These retailers 
then sell to the ultimate consumer. 

The inventories in the chain and wholesale ware- 
houses and in the retail stores are so great, and they 
fluctuate so widely from month to month, often for 
reasons beyond the manufacturer’s control, that the 
volume of orders received or the amount of goods 
shipped at the factory in any given month, is usually 
quite different from the amount of goods moved into 
the hands of the consumer across the retail counters. 


Factory Sales / versus - Consumer Sales 





While this fact is understood in principle by nearly 
everyone, the extent to which consumer sales differ 
from factory sales, particularly under today’s condi- 
tions, is not fully appreciated by most executives. 

It is vitally important to know consumer sales, for 
the manufacturer may be spending hundreds of 
thousands or millions of dollars for various advertis- 
ing and merchandising efforts to stimulate the flow 
of his goods at the point of consumption. 

When a manufacturer makes a definite change 
in any phase of his marketing effort, his factory sales 
for the next few months do not ordinarily give a true 
indication of the extent to which the change affects his 
consumer sales. What he really needs is a consumer 
sales curve. 

The contrast between factory sales and consumer 
sales as shown on this chart is by no means exag- 
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gerated. In fact, far greater contrasts are often 
common. 

If, in addition to this consumer sales curve for the 
entire country, the manufacturer could have a 
separate curve in the same form for each terrtory, 
each country-size, each store-size, etc., he could learn 
the results of every move made. 
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Furthermore, it would be ideal to have similar set 
of consumer sales curves for each competitor. Then, 
the client would know more about each competitor’s 
sales than the competitor himself knows. By watching 
the true result of every competitive move, experience 
as to profitable and unprofitable methods can be ac- 
cumulated much more rapidly than would be possible 
if the manufacturer had to rely entirely on his own 
experience. 

The ability to measure consumer sales of our client’s 
own brands plus those of his competitors is one of 
the key features of the Nielsen Retail Index Services. 

How do we go about gathering these data on con- 
sumer sales? Every 60 days, detailed audits of in- 
voices and inventories are conducted in over 12,000 
chain and independent retail stores throughout the 
world which have been selected in such a manner that 
their sales furnish a true cross section of the sales 
of all stores of their type in each country and in each 
industry we serve—food, drug, pharmaceutical, 
liquor, photographic, confectionery, and tobacco. 
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This chart illustrates the store selection method 
employed by the Nielsen Food Index in the United 
States. Other industries and other countries are 
handled in a similar manner. Each territory, each 
county size, and each store type and size is repre- 
sented in its proper proportion. 

A contract is made with each store and with the 
headquarters of each chain organization which gives 
us the privilege of taking inventories and auditing 
the invoices for all goods coming into the store. 
Cooperating chains and independents are compen- 
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sated with cash and marketing information. 

This chart illustrates the principles employed in 
determining consumer sales and other marketing data 
in retail stores. Note that the dealer is not relied upon 
for any sales information. He merely saves every 
invoice and permits us to count his stocks of those 
products that we cover. 
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The store auditing, while simple in principle, is 
exceedingly complex in practice. Field auditors must 
be familiar with all the tricks in buying, selling, and 
invoicing every type of product audited. An idea of 
the magnitude of the field auditing job may be had 
by noting that our field staff numbers about 250 in 
the United States, 70 in Germany, more than 110 
in the United Kingdom, etc. 

All of these are full-time, career men who have 
undergone intensive training before being allowed to 
work their first store. -For example, in the United 
States, each field auditor first undergoes six months 
of intensive training in a special school that we main- 
tain just for that purpose. Similar programs are in 
effect in other countries. 

The basic field data is first re-checked for accuracy 
within its home country and is then sent to our pro- 
ductions centers located in Chicago, Fond du Lac, and 
Green Bay in this country, in Lucerne, Switzerland 
for Continental Europe, in Oxford, England for the 
United Kingdom and Ireland, in Toronto, and in 
Sydney for Australia and New Zealand. 

At these locations the data is expanded to totals 
for the entire country and for each area, county-size, 
store type and size, etc. 
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In the case of food stores in the United States, 
the upper half of this chart provides a complete list 
of the data secured every 60 days. At the bottom is 
shown the break-downs into which this information 
is subdivided. A basically similar list of data is gath- 
ered and reported in each country. 

It is important to note that this work is repeated 




















every 60 days, so that trends are determined on all 
types of information. The continuous nature of our 
Retail Index Service is one of its primary virtues. 

Some have compared our service to a moving pic- 
ture of the market where each new development in 
product, package, price, or type of promotion can be 
readily observed and studied as it unfolds. 

The end product of our efforts consists of two 
things: 

First—a bimonthly report book containing 
the detailed information outlined on Chart F. 

Second — and even more important, the per- 
sonal services of our client service executives 
who help the client apply the information con- 
tained in the reports to the solution of his mar- 
keting problems. They do this by means of 
personal consultation and charted presentations 
highlighting the most significant marketing de- 
velopments occurring during each bimonthly 
period. 

It’s important to note that these client service ex- 
ecutives are all experts in the marketing methods 
and problems of each particular country in which 
they operate. Thus, they are in a position to interpret 
the facts in the light of local marketing conditions 
within each country. 

In addition to our overseas Retail Index Services, 
we also measure television audiences in Canada, 
United Kingdom, and Western Germany and provide 
a qualified staff of researchers equipped to conduct a 
wide range of special surveys in a number of other 
countries. 

But so much for our method. Your main concern 
today is how this type of marketing research can be 
applied to reduce the risk and increase the profit- 
ability of your own international marketing activities. 

To demonstrate some of the major applications, I 
will draw on the experiences of our resident man- 
agers and client service executives in various coun- 
tries. These are actual case histories. The names of 
the client, his brand, and, in some cases, his product 
have had to be masked to avoid disclosure of confi- 
dential information. 

In-reviewing these case histories, I think you will 
be struck, as I was, with the similarity in basic mar- 
keting principles involved; it’s only the situations 
that change from country to country and require 
accurate measurement by marketing research. 

Let us turn first to a situation with which few of 
us in the United States have had any experience, at 
least in recent years. I am referring to virtual 
monopoly power in a given market, which has been 
not too uncommon in Europe and many other parts 
of the world. 

One of the most profound changes that is coming 
from the emergence of the European Common Mar- 
ket, the “Outer Seven,” and other mutual trade areas, 
is the gradual elimination of monopoly industries. 
Strong brands from one country are now invading 


markets in other countries that have hitherto been 
the domain of a single manufacturer or group. As this 
happens, the marketing management of the monopoly 
power faces entirely new situations and must com- 
pletely overhaul its historic marketing strategy. 
Experience with monopoly situations in several 
countries has already demonstrated the extreme use- 
fulness of store audit research. Here is a case in 
which a Swiss manufacturer suddenly found his old 
domain invaded by competition for the first time. 
One and one-half years after the influx of compe- 
tition, the total sales of the monopoly brand were 
down about twelve and one-half per cent. In the 
absence of other information, it might logically be 
concluded that the new brands had captured only 
twelve and one-half per cent of the market. But the 
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facts shed quite a different light on the matter. The 
truth is that the introduction of new brands had 
expanded the total market by 17%, and the leader’s 
share of this expanded market was now down to 
74% —a serious threat, indeed! He had lost, in fact, 
a full quarter of his market! 

What was the solution? For the first time within 
the: experience of its management the monopoly 
power had to engage in direct competitive tactics to 
hold his market. A whole new group of marketing 
men had to be hired and trained. They increased 
their total advertising and merchandising budget and 
turned to a series of special offers. As a result, they 
gradually reversed this downward share-of-market 
trend for the first time and in the course of the last 
three bimonthly periods had recovered from a low 
of 74% of total industry sales to 78%. 

By measuring the size of the total market and the 
share of each competitor, store audit research made 
it possible to measure the true proportions of the 
threat and thereby to determine the type and quantity 
of competitive action needed to meet it. Furthermore, 
by virtue of their continuous nature, our reports 
enabled the client to measure the effectiveness of 
the counter-measures taken. 

This client used marketing research as a defensive 
tool. Let’s. now turn to the other side of the coin 
and see in what ways it can be helpful when on the 
offense —such as when entering a new market. 

Since store audit data on most important com- 
modities have been available in the United States 
since 1933, it is a very common practice for American 
marketers to avail themselves of so-called back-data 
reports on the historical size and essential character- 
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istics of any new market they are contemplating 
entering. 

With the passage of each year, our library of similar 
historical data on various overseas markets also in- 
creases. Such information can be of great help in 
accurately “sizing up” a new market before taking 
the plunge. It can also be useful in assigning priorities 
as to which countries should be developed first. 


USING HISTORICAL DATA WHEN ENTERING A 
NEW MARKET TO PRE-DETERMAINE : 


. SIZE AND TREND OF TOTAL MARKET 5. CHANNELS OF DISTRIBUTION 


2. STRENGTH OF COMPETITION 6& SIZE OF SALES FORCE 
3 PRICE LEVELS 1. RETAIL INVENTORY LEVELS 


& CONSUMER PREFERENCE BY PRODUCT TYPE 


4 DISTRIBUTION OBJECTIVE 

Let me illustrate by means of another case history 
in which a successful European manufacturer used 
historical store audit data in formulating his market- 
ing strategy in introducing his product into one of 
the Benelux countries. Here are some of the vital 
facts about the new market revealed by the back- 
data report: 

1. The total market for the product had been ex- 
panding rapidly, almost doubling in three years. 
There were three main competitors. Their share 
of the market and marketing policies could be 
analyzed in detail. 

3. These competing brands were selling at much 
lower prices than those at which the client tra- 
ditionally sold his own brand in other countries. 
This was partly due to differences in profit 
margins and commission scales allowed for 
services performed by intermediaries. 

4. From a study of the location of sales by geo- 
graphical areas and store types, it was concluded 
that a national distribution of close to 75% 
would suffice for the time being. 

5. Virtually all store deliveries were made by 
wholesalers, which would make their coopera- 
tion essential to success in the new market. 

6. However, in order to achieve the distribution 
goal within a reasonable period of time, it would 
be necessary for the client’s own salesmen to 
make fairly frequent calls on the stores in order 
to book orders. He estimated that a sales force 
of 30-35 men would be necessary to obtain the 
distribution goal. 

Grocers in the new market normally kept inven- 

tories at a minimum, with less than two months’ 

supply in stock. 

8. Certain flavors were in much greater demand 

than had been his experience elsewhere, and 
he even lacked entirely one of the most im- 
portant flavors. 

With this much information on hand, the client 
felt that he was capable of launching a successful 
national campaign from the start. He reduced his 
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prices to more nearly competitive levels, added the 
missing flavor, set an introductory advertising budget 
at a level somewhat above competitive advertising 
efforts, and established 15% of the market as the 
first-year target. When the year was up, our reports 
indicated that he had achieved his goal with a little 
margin to spare. 

However valuable historical data may be, it still 
will not tell precisely how consumers react to a 
specific new product, its package, its price, its adver- 
tising program, and all of the other ingredients of 
success or failure. For this reason, many manufac- 
turers have turned to test marketing —i.e., trying 
out proposed new products or marketing ideas under 
actual consumer buying conditions in small areas 
before risking large sums of money on a national 
scale, checking the test results by means of store 
audit research. 

This concept of test marketing is possibly the most 
significant recent phenomenon in the evolution of 
scientific marketing in the United States. It is truly 
scientific in its application. It permits varying methods 
of marketing to be experimented with and furnishes 
a reliable measure of the results obtained by each. 
It proceeds from a different premise than the so-called 
qualitative or “reason why” research. In essence, it 
says — “We need not concern ourselves with why 
people behave as they do. The valuable knowledge is 
that a particular appeal is stronger than all others 
tested — for whatever reason. So we use it until we 
find a better one.” 





INTRODUCING A NEW PRODUCT & TEST MARKETING 


Some people have thought that the rapid growth of 
test marketing in the United States was attributable 
to the size of the risk involved in introducing a new 
product or making a basic marketing change in a 
country as large as ours. However, developments in 
Europe and elsewhere have begun to disprove this 
theory. After all, regardless of the size of the total 
market, if it’s worth going after, it’s worth going after 
in the most efficient, effective way possible. To achieve 
this objective, clients have begun asking us to conduct 
tests in many different countries, some of them quite 
small. 

Here is a case in which one of the world’s leading 
marketers decided to introduce a new product in 
Belgium, which .is barely larger than the state of 
Illinois in total population. Before doing so, however, 
he first launched the product in one test town of less 
than 40,000 population, using a carefully planned 
promotional program centered around strong local 
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advertising and a special introductory price offer. 

The product and its promotional program were so 
successful in the test town, settling to a 37% share 
of the market as early as the fourth month, that he 
decided to expand the same campaign nationally. 
After 14 months, his national share of the market is 
ranging close to 40%, about in line with test-market 
expectations. 

I might also add that the test-market campaign 
achieved a distribution level of 75%; the national 
distribution was 79% —very close indeed. 

Experiences such as this are proving the value of 
test marketing in all countries, regardless of size. 
Furthermore, with the advent of the Common Market, 
we expect to see a still more rapid expansion of inter- 
national test marketing, as the stakes involved in 
full-scale campaigns approach those of the United 
States. 

So far we have been talking primarily about enter- 
ing new markets with established products or intro- 
ducing new products. The increased pace of com- 
petition abroad is also resulting in more changes in 
present products in an effort to increase consumer 
satisfaction, attract attention, and capture a larger 
share of the market. 

The next case is from West Germany and involves 
a prominent world marketer who chose to introduce 
an important new package size of his product. It is 
also interesting to note that he chose to introduce 
the new package size on a sectional, or territory-by- 
territory, basis, carefully measuring his success in 
each area by store audit research before moving on 
to the next area. 

Let’s look at the story in greater detail. First, the 
client wanted to introduce a new family-size package 
that was about 31! times larger than his standard 
package and priced about 21 times higher. 

In introducing this larger package, he had to face 
three paramount questions: 

1. Was there a real consumer demand for the new 
size? A considerable capital investment was re- 
quired in new production machinery, containers, 
and packing cases. 

2. Would its larger size be an obstacle to full- 
scale distribution —i.e.. would grocers hesitate 
to stock it in view of their already crowded 
shelf space and storage conditions? 

3. How should it be promoted — with the tradi- 
tional heavy emphasis on in-store displays and 
billboards, or via the newly introduced tele- 
vision media? 


To find the answers to these questions, he first 
introduced his product in one predominantly metro- 
politan area within Germany, using his traditional 
in-store and billboard advertising approach. His suc- 
cess was excellent. Within three bimonthly periods — 
or six months— after introduction, the new larger 
package size accounted for 72% of his consumer 
sales, and distribution proved to be no problem at all. 
After still another year, share of sales had leveled off 
to 66% with distribution still excellent. 

Encouraged by this success, the client then moved 
to another area, this one with a greater proportion of 
rural and small stores. Again the new package size 
was a success, climbing to 59% of total sales within 
six months. This time, however, share of sales steadily 
dropped from this peak, falling to 47% sixteen 
months after introduction. 

Close analysis of the store audit reports revealed 
that he was losing distribution of the new size, espe- 
cially in the smaller stores. In an endeavor to correct 
it, he continued his traditional merchandising methods 
but supplemented them with a strong television cam- 
paign. This was immediately effective in lifting the 
share back to 50%. Subsequent experiments with TV 
in this area demonstrated that it was an extremely 
effective medium in holding both distribution and 
share, even with substantially reduced in-store pro 
motion. 
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On the basis of this experience, the client shifted 
part of his advertising budget from in-store to TV 
and has successfully extended the new package size 
nationally. 

However, notwithstanding the importance of 
packaging and choice of advertising media, probably 
the toughest decisions in world marketing revolve 
around price and its relationship to product quality. 
Failure to understand the true relationship between 
price and product quality is one of the most deceptive 
pitfalls in international marketing. We have discov- 
ered that attitudes on this subject vary from country 
to country and even within product lines — apparently 
for a whole host of reasons, some obscure and some 
obvious. 

For example, there seems to be no firm relationship 
between buyers’ attitudes against sub-standard quality 
and willingness to pay for premium quality if offered. 
For example, just because many Danes insist on 
seeing that food is handled properly, it does not 
necessarily follow that they will select the brand 
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which is offered in the extra fancy packaging when 
the product so packaged costs more. 

We recently had further illustration of the im- 
portance of this problem in another European coun- 
try. One local manufacturer had long held almost 
40% of the market in one of his lines. This product 
was similar in quality and price to all others being 
marketed at the time. Furthermore, he never ques- 
tioned the wisdom of sticking to this particular level 
of quality because he had conducted consumer re- 
search that showed that consumers did not mind 
paying a premium price for a good product. 

Then came the real test of this hypothesis. A foreign 
manufacturer entered the market with a lower quality 
item. Initial distribution was obtained via _ sales 
through a very strong independent buying group. The 
product was priced about 11% lower than his brand. 
Would people really pay more for high quality now 
that they were actually offered a lower-priced alter- 
native? 

The answer was that many would not. Within 
just six months, the new, lower-priced, lower-quality 
brand had captured 13% of the market and had re- 
duced the share of the premium brand to 30%, 
almost a one-fourth reduction in his historic market 
position. 

With the foundation of his long-term market 
strategy seriously shaken by this new development, 
our client countered with his own second brand — 
this one also of reduced quality but selling at a price 
still lower than the new competitor. Within one more 
year, his own brand had gained an additioal 15% of 
the market. 

The two main lessons are clear: 

First, it is extremely easy to misjudge the very 
intangible and delicate relationship between 
price and quality. Notice especially that the 
mistake in this case was made “in its own back 
yard” by a local organization with many years 
of experience in its field. 

Second, although consumer research can be 
extremely helpful in formulating hypotheses on 
which to base initial strategy, such hypotheses 
must be proven under actual market condi- 
tions before they can be reduced to working law. 
There is often a big difference in what people 
say they will buy —and what they actually do 
buy. 

It is clear from all of these cases that any manage- 
ment operating without up-to-date information re- 
garding consumer sales is working under a distinct 
handicap — a handicap which is not only unnecessary 
but can prove to be very costly as well. Even when 
facts are available, there is always the problem of 
placing the correct interpretation on them, for until 
this has been done, a proper course of action can 
scarcely be developed. 

Most of us tend to analyze a problem based upon 
our own experience and the particular problems which 
confront our respective area of business responsibility. 
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As a consequence, it is possible to encounter a point- 
of-view distortion when analyzing a set of facts. For 
example, what may be a perfectly valid interpreta- 
tion of the facts from one man’s position could lead 
to a course of action which would admittedly solve 
his problem — but which, at the same time, might 
create other equally severe problems elsewhere within 
the business. 

Someone, or perhaps some small group, must ulti- 
mately weigh all of these matters carefully and 
hopefully chart a course which will be the best for the 
entire business, taking into account all the differing 
points of view. Oftentimes the independent analysis 
of an outside researcher can be helpful. This is not 
to say that we will get rid of the differences which 
exist in men’s views as to the best way to solve a 
marketing problem. But in international marketing, 
the differences in viewpoint seem to be greater in 
some cases than those which exist in the home market. 
This may be due to the greater distances involved — 
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differences in language, trade customs, legislation, 
differing strengths and availability of advertising 
media and promotional devices— all of which are 
important but difficult to remember accurately for 
each and every country. 

Very recently we had an experience in Western 
Germany that showed the importance of point-of-view 
differences in striking fashion. This case involved a 
client who had long been a great believer in in-store 
promotional aids, such as merchandise displays, point- 
of-sale and window banners, etc. In fact, he spent 
so much money in this area that he had to operate 
on a rather limited budget in other media. 

Part of his confidence in the in-store approach was 
based on an annual survey by his salesmen of the 
per cent of stores using at least some of the material 
they supplied. The salesmen’s reports always showed 
about a 75% cooperation rate. 

When this manufacturer subscribed to our store 
audit services, he was surprised to see us report that 
only 28% of the stores were actually using either 
his in-store material or goods displays. 

Our figures were so much lower than those which 
he had always taken for gospel that he decided to 
have a one-time study conducted by members of his 
advertising department. They found only 30% usage 
of the in-store material. 

Although this client is still a believer in point-of- 
sale merchandising, he had understandably realigned 
his advertising budget with greater emphasis on other 











consumer media—and with excellent results. In 
addition, he made a study to find out how to improve 
his in-store sales aids so that they would fit in better 
with the needs of his retail accounts. 

So far we have been talking about the use of re- 
search under free marketing conditions. Although the 
effect of government interference in business in other 
countries is generally exaggerated, it can not be denied 
that, in many cases, a lack of raw materials within 
the country itself makes it necessary to ration certain 
materials. Marketinz research has often been ex- 
tremely helpful under these conditions too. 

Let me illustrate with the case of a British client 
who was engaged in a line of business in which the 
government found it necessary to allocate packaging 
materials for what was believed to be a temporary 
period of time. The allocation order was designed to 
insure maintenance of the status quo regarding the 
relative sales positions of the various competing 
manufacturers in the field; however, our research 
quickly revealed very substantial declines in the con- 
sumer sales volume of our client, accompanied by 
corresponding gains for one of his competitors. We 
could only conclude that there was some serious 
defect in the allocation order or in its administration. 
Armed with these indisputable facts, our client went 
to the appropriate authorities, who soon corrected the 
condition — with the result that the competitive sales 
position of our client was quickly restored. 

I hope that by means of these case histories I have 
been able to demonstrate at least a few of the practical 
applications of store audit research in international 
marketing. 

Since time does not permit a fuller detailing of 
other applications, let me mention but a few by name 
only: The allocation of sales effort by type of retail 
outlet, determining the most effective in-store display 
materials, estimating the market potential before in- 
troducing a new product, testing alternative methods 
of distribution, introducing a quality product in a 
price market, deciding whether to imitate a new 
product type introduced by a competitor, measuring 
the influence of private labels, the effect of self-service 
stores on marketing policy, the effectiveness of con- 
sumer promotions vs. dealer promotions, etc. 

Perhaps you will agree that for the most part, re- 
gardless of the country, the basic marketing principles 
remain much the same. The case histories we have 
discussed would seem to indicate that it’s the situa- 
tions in which these principles are applied that change. 
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If this is true, then the job of international marketing 
research would appear to be to measure these situa- 
tions, explore them more fully, and hopefully remove 
some of the “mystery” from these strange markets. 

When business is good at home and forecasts indi- 
cate still further growth, many businessmen are under- 
standably reluctant to commit important corporate 
assets to a foreign expansion program. Much can be 
said for their point of view. Nevertheless, we are 
seeing all about us more and more examples of com- 
panies growing rapidly and profitably not only at 
home but in many other parts of the world as well. To 
be sure, there are risks involved in foreign marketing. 
In my judgment, it is not safe to conclude, however, 
that the risks of doing business abroad are any greater 
than those of doing business at home. 

Certainly there has been much progress since the 
end of World War II in reducing the risks of for- 
eign marketing. For example, currencies are more 
freely convertible, treaties with respect to tariffs, 
quotas, and the repatriation of earnings have been 
extended and have received wider acceptance by 
governments. To this list also can be added the 
greater availability of essential information. The old, 
secretive ways of doing business in many countries 
are rapidly disappearing. Many researchers, as well 
as manufacturers, have been surprised at the willing- 
ness of potential competitors to permit access to their 
plants and to supply information on conditions within 
their industry. More and more governments have also 
recognized the importance of accurate statistical in- 
formation as an aid to economic policy formation. 
They have also found that this information, once 
gathered, can do double duty by its free and broad- 
scale dissemination to business and trade groups. 

In addition, marketing research organizations are 
now more numerous, operate in more countries, and 
are able to assist sellers in both their initial investiga- 
tions of foreign market opportunties, as well as in the 
supplying of continuous feedback information cover- 
ing new developments in established markets. 

For these and other reasons, many of our clients 
would seem to agree that the risks of marketing 
abroad are being reduced. Just how much of their 
growing interest stems from the apparently lessened 
risk, how much from the greater accessibility which 
has come about through more rapid communications, 
how much from their assessment of opportunities for 
profit, I cannot say. In any case, many are working 
harder than ever at building the foreign end of their 
business. One measure of the stepped-up level of 
interest can be seen in the growing number of com- 
panies who are making substantial capital investments 
in production facilities abroad. Others are seeking 
cross-licensing arrangements and other forms of joint 
ventures. 

It would appear that there will be ever-increasing 
opportunities for a rich and rewarding life for those 
who elect to play a part in this exciting field of inter- 
national marketing. 
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DO NEW MARKETS REQUIRE PRODUCT CHANGES? 


DR. CYRIL C. HERRMANN 
Vice-President, Arthur D. Little, Inc. 


Are you exporting or manufacturing a product that 
was designed for a different market? Are your sales 
and advertising programs being hurt because your 
product isn’t right? How important is it to tailor a 
product for a new market? Are new markets different 
enough to require special treatment? 

We know that there are many differences among 
us as individuals, even in this audience this morning. 
It is only natural that the differences are magnified 
when we add geographic separation and different 
languages, backgrounds, and culture. The current 
Harvard Business Review article “The Silent Lan- 
guage in Overseas Business” spells out the impact of 
these differences on business transactions. Art Buch- 
wald summarized the problem when he told the story 
about the Frenchman who was visiting New York 
and wrote home that he had a hard time finding a 
martini with enough vermouth in it. 

Then there is the story about the member of the 
Japanese Diet who was touring the United States 
accompanied by an aide loaded down with a huge 
box of various kinds of Japanese food. When almost 
ejected from his hotel for cooking up odoriferous 
concoctions, his explanation was — “How can I trust 
the native food?” 


THE FOREIGN VIEW OF U.S. MARKETS 


The U. S. market is receiving a great deal of atten- 
tion from manufacturers abroad who want to increase 
their sales here. Recently Professors Ed Bursk and 
James Hagler of the Harvard Business School did a 
survey to study the competition from imports that 
U. S. manufacturers are experiencing. I recommend to 
you an article on this subject in a forthcoming issue 
of the Harvard Business Review. When Professor 
Hagler addressed the World Trade Conference in 
Boston on April 21 he gave a preview of some of 
the comments made in the survey about the merchan- 
dising and product-planning. His general conclusion 
about the product is that no single company is doing 
all of the things that it might do in order to meet 
competition, but when you take all of the various 
things that are being done and synthesize them, you 
get a good picture of what a U. S. firm could do to 
meet foreign competition. 


For example: 

1. Some firms are changing the product in terms 
of styling, finish and models in order to meet 
import competition. 

2. Some firms are accelerating their moderniza- 
tion programs in order to meet the pressure of 
competition from ultramodern foreign plants. 
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3. Some firms are increasing their purchasing of 
foreign materials that become components in 
the finished article. 


In general then, foreign competition is adapting 
to our market and is a healthy spur to management 


in the U. S. 


PRODUCT ADAPTATION FOR EXPORT SALES 
FROM NEW ENGLAND 


If, as Professors Bursk and Hagler suggest, we are 
not doing everything we could in our domestic market 
to match foreign competition, then how well are we 
doing with the products that we are selling abroad? 
The Federal Reserve Bank of Boston has just issued 
a report on “New England Manufacturers’ Export 
Practice and Potential.” One section deals with prod- 
uct adaptation for export sales. The question was 
asked — “About what percentage of your recent direct 
export sales consisted of products which you designed 
or adapted for foreign markets?” About 75% of the 
respondents reported that they do little or no special 
designing or adapting. 

The author of this report, Professor David Ashton, 
theorized that since product adaptation is an im- 
portant sales promotional technique, one might expect 
the 25° of the New England firms which followed 
the practice of adapting products to have a larger 
percentage of exports to total sales than those plants 
which did not. His data was not as conclusive as he 
would have liked, perhaps because of the size of 
sample or perhaps because of unusual characteristics 
in the New England economy. He states with caution, 
however, that the relationship of total export volume 
to product adaptation seems to show that the product 
adapting companies exported more on the average 
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than companies that did not adapt products for export 
sale. In addition, the product adapting firms tended 
to be the larger firms. Product adaptation may well 
be one of the factors which makes these larger firms 
our major exporters, although this relationship is not 
clearly enough statistically demonstrated to support 
this conclusion. 

Another section of this report dealt with the reasons 
New England firms did not export more. Foreign 
competition was most frequently given as the reason 
why potential exporters were not so engaged, but a 
surprising number reported that they were not in- 
terested, or had not considered it, or had not had 
foreign requests for quotation, indicating something 
less than an aggressive exploration of the possibilities. 
If such an attitude can be true in New England (an 
area that traditionally has looked toward the sea 
and which by its very location is close to export 
markets and frequently at a transportation disadvan- 
tage at home) then we might surmise that there are 
many other potential exporters in other parts of the 
United States that are even less interested in selling 
abroad than my fellow New Englanders. 

If this New England experience is at all representa- 
tive of the situation nationally, then about 75% of 
our exports tend to be by companies that are not 
interested in adapting the product for sale abroad. 
If the experience of the other 25% who increased 
export sales through product adaptation also has na- 
tional representatives, then the message is clear .. . 
adapt products for new markets! 

Shortly after Arthur D. Little founded our firm 
in 1886 he discovered the value of product adapta- 
tion. In order to persuade some of the conservative 
New Englanders as to the value of chemistry for 
industry, he set out to make a silk purse from a sow’s 
ear. He ordered a bushel of sows’ ears from the 
Armour Meat Packing Company, and from these spun 
a filament which he then wove into a purse. It was a 
dramatic illustration of the potential of synthetic 
fibers in those early days of what is now a major in- 
dustry. However, a silk purse in the U. S. market 
can very well be a sow’s ear to someone else’s market. 
If Dr. Little were alive today, I wonder how he would 
dramatize this truth? 


LEARNING TO SELL ABROAD 


Ambassador Sir Harold Caccia stated recently that 
more goods have been imported from the United 
States than at any time since 1939. (British imports 
from the U. S. in the first quarter of 1960 were 50% 
greater than they were over the like period of 1959.) 
He also went on to comment that there is every reason 
to believe ‘that the volume should increase in the 
period ahead. 

The combination of dropping import restrictions 
in Britain last fall against U. S. goods plus our own 
export drive seems to be paying off. However, a prob- 
lem has been to re-establish trade relations with U. S. 
firms. : 


During the week of April 15 a London department 
store, Bentall’s, had an American fair which featured 
120 types of U. S. merchandise. Business Week re- 
ported in its April 23rd issue that the import manager 
for this store had a difficult time on his buying trip 
to the United States. He said —“The U. S. could not 
care less about exporting. That was my initial im- 
pression, though things have worked out fine since.” 
When he told U. S. suppliers that Bentall’s sells 
$28,000,000 worth of goods annually, interest picked 
up. 

We should keep in mind that there are a number 
of U. S. companies that are professional exporters and 
they have been hitting the foreign markets for all they 
are worth. To the U. S. companies that are just enter- 
ing foreign markets or who treat sales abroad as a 
stepchild, the following complaints seem to summarize 
the situation: 


1. We tend to sell “left-overs” in export markets. 
What cannot be sold at home we try to push 
abroad without carefully adapting to foreign 
markets or without using top salesmanship. 

2. We seem to expect higher profits overseas than 
in home markets. West German companies by 
contrast consider exports absolutely essential 
and will even charge higher prices to German 
customers in order to “subsidize” lower profits 
on exports. 

3. An American Chamber of Commerce survey in 
London said that U. S. companies apparently 
are slow in replying to foreign inquiries about 
their products and that we are reluctant to 
quote prices “c.i.f.” (cost, insurance and freight) 
for Southampton. Instead we will give an f.o.b. 
price Detroit or Los Angeles. Then we will 
quote prices and weights in U. S. terms. 


4. On top of that, U. S. companies often miss the 
boat by not meeting special design require- 
ments. All appliances, for example, work on 
220 volts as compared to the American 110 
volts. Most appliances of U. S. design still re- 
quire transformers to convert the current. The 
Business Week article sums up by saying — 
“If U. S. goods are to be sold in larger volume 
here (abroad) they will have to be better 
adapted to the local market, sold harder, and 
cost less.” 

These conclusions are supported by a recent De- 
partment of Commerce survey conducted among for- 
eign companies and trade associations around the 
world. Clearly, we have an opportunity to improve 
our international marketing position. 


COMPANY EXPERIENCES ADAPTING TO 
NEW MARKETS 


I think it would be interesting if we were to ex- 
amine some case histories of U. S. firms marketing 
abroad and examine the product adaptation problems 
that have confronted them. Then we will see if it is 
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possible to draw some generalizations from these ex- 
periences that might be applied to the many U. S&S. 
firms that have not yet really come to grips with 
doing a first-rate job of marketing overseas. 

Since we are concerned with consumer tastes in 
various new markets entered, let’s be literal and ex- 
amine the experience of General Foods in launching 
Maxwell House Instant Coffee abroad. 


CASE STUDY ON MAXWELL HOUSE INSTANT 
COFFEE 


Soluble coffee, as we now know it, reached the 
market here in the United States shortly after the end 
of World War II. The early product still retained 
some of the unfavorable wartime connotations of 
“powdered and dehydrated.” A major improvement in 
the product was accomplished when Maxwell House 
developed a process which utilized 100% coffee 
beans and eliminated the use of fillers. In recent years 
soluble coffee has increased its share of market 
steadily and the quality of the product on an industry- 
wide basis is very acceptable. Instant Maxwell House 
is easily recognized in its glass jar with its red and 
white label. Incidentally, a consumer survey showed 
that the U. S. consumer wants to see the soluble 
coffee and that was the reason of the introduction of 
the product in the glass jar. 

In the middle 1950’s General Foods decided to 
launch soluble coffee in the United Kingdom. They 
tested the market for a time, exporting in bulk to 
England, and later followed up with their own plant 
in Great Britain. 

Launching this product in Great Britain is interest- 
ing from several points of view. First of all, instant 
coffec was a fairly new product at that time, even in 
the United States. 

A second problem was the character of the market 
in Great Britain. The British are well known for their 
heavy consumption of tea, and anyone who has 
travelled there knows they have not concentrated 
their talents on producing a good cup of coffee. His- 
torically they have used coffee to flavor milk, using 
about a 50-50 combination. Would it be possible to 
develop a mass-consumption market for the product 
under such an environment? 

A third problem was the requirement that coffee 
had to be purchased in the sterling area, which meant 
that it was necessary to buy mainly African robustas. 
Even though there is a considerable degree of flexi- 
bility in terms of control of the taste and blend in 
the roasting process, it was not realistic to think that 
the product would taste exactly like the blend in the 
United States, which was based primarily on Brazilian 
coffees. 

Taking the last first, it is interesting that the 
exchange control requirements of Great Britain neces- 
sitated the first adaptation of the product. African 
robustas were also used in Nescafe (already in the 
British market), undoubtedly for the same reasons. 
Therefore the product was already familiar in the 
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British market and the blend used in the United 
States with a different bean was not. It should be 
emphasized that it was still possible to obtain a very 
good quality blend, and that it was possible to pro- 
duce a product that was i00% coffee and did not 
utilize any filler. 

Having developed the blend, the question then 
related to the best method of introducing the product 
to the market. Nescafe was sold in tins rather than 
in glass. Since the British were accustomed to look 
for the product in tin, General Foods went to tins to 
introduce the product and then introduced glass jars. 
The idea was to get as close to existing consumer 
acceptance as possible. 

The name of the product also received careful con- 
sideration. General Foods did not have a well estab- 
lished soluble coffee brand in the British market, so 
they had to build some name from the beginning. 
They decided quite logically to use the Maxwell 
House name and it was called Maxwell House Instant 
Coffee. You may note that in the United States the 
product is Instant Maxwell House Coffee. The slight 
difference derives from the trademark laws that were 
involved in the situation. 

Having developed the blend and put it in a pack- 
age and given it a name, there was the remaining 
problem of promotion in order to create a demand. It 
was decided that a different promotional approach 
would be required than the one being used in the 
United States. Here in the U.S. Maxwell House pro- 
moted the “flavor bud” theme. The emphasis was on 
the quality of the coffee itself. This would appear to 
be a logical approach in the U.S. market, where the 
problem would be to switch consumers from regular 
to soluble coffee and also to expand the total use of 
coffee because of the convenience characteristics of 
the instant product. With practically everybody in 
Great Britain drinking tea, the marketing problem 
was rather different. The decision was made to use a 
promotional theme based on a slogan “Maxwell 
House Instant Coffee — America’s Favorite Coffee.” 
The reasoning was that the British accepted that 
Americans knew more about coffee than they did, 
much in the same manner that they accept superior 
French knowledge about wine and perhaps superior 
Russian knowledge about caviar. The theme of 
“America’s Favorite Coffee” did, in fact, prove to be 
highly successful. The theme was backed up with an 
American motif, using such backgrounds as represent 
the U.S. to the British, such as a Texan in ten-gallon 
hat and boots —Fifth Avenue, New York — Holly- 
wood, etc. 

Even when the Suez Canal crisis occurred and the 
relations between Great Britain and the U.S. were at 
a low point, the theme of “America’s Favorite Coffee” 
was continued. A survey which was made of the 
market at that time showed that it did not faze the 
British, that they continued to feel we knew how to 
make coffee, and they did not get it mixed up with 
feelings about the Suez Canal. 


EEE 


The introduction of Instant Maxwell House to 
Germany was quite a different problem from Great 
Britain. The Germans are a coffee-drinking and coffee- 
loving people. They drink a sophisticated coffee which 
is very expensive. As a result they drink a good deal 
of coffee substitutes made from beans of cereals 
instead of coffee beans. Yet they still do drink a good 
Brazilian santos coffee, which sells at something like 
$5 a pound in Germany. The problem was what kind 
of reaction the Germans would have to an instant 
coffee. Once again, Nescafe was already in the Ger- 
man market. Since Nescafe was there in tins, it was 
decided to enter this market with tin containers 
rather than glass. The brand decided upon in German 
was a slight modification of Maxwell House. It is 
“Maxwell Express Kaffee.” It was decided to drop 
the word “House” out of the brand since it suggests 
lineage, royalty and family in Germany and it would 
have made the name somewhat long. 

In promoting the product, it was recognized that 
the Germans respected the American knowledge of 
coffee both in terms of quality of the brew and the 
quantity that we drink. Thus the same essential 
appeal was used in the promotional campaign — 
“America’s Favorite Coffee.” The brand has become 
well established in Germany. The instant coffee is 
less expensive than the regular brew, the quality is 
very good, and it is proving very popular. Because an 
instant coffee is still a relatively expensive food 
product in Germany, the promotion somewhat de- 
emphasizes the time-saving features of the product 
and emphasizes more the enjoyment of drinking good 
quality coffee. 

When the product was launched in Holland, the 
problem was much the same as Germany with one 
important difference. In addition to the Nescafe 
brand there was a national brand named “Marconna.” 
The two instant coffees divided the market. However, 
Marconna packaged the product both in tins and 
glass jars and the jars were gaining on tin. Maxwell 
House entered the market with tins and then launched 
jars. 

In summary, several things about the experience 
of General Foods in launching Instant Maxwell 
House Coffee interested me. There is an advantage 
to having a relatively new product which has gained 
market acceptance in the U.S. but which has rela- 
tively low penetration in overseas markets. Since 
Nescafe was already in the European markets entered, 
the strategy was to adapt the marketing program 
similar to that used by Nescafe. However, an im- 
portant differentiation was the emphasis that Maxwell 
House was able to use that Nescafe, by its nature, 
could not use—the theme “America’s Favorite 
Coffee.” Presumably this strategy would have failed 
if General Foods had been introducing tea in England 
and beer in Germany. 

I am indebted to the cooperation of George D. 
Bryson, Vice President of the General Foods Corpora- 
tion, for much of the data and background that has 


gone into this case study. He has launched a number 
of General Foods products in various markets abroad. 
The thing that he emphasizes out of his experience 
is that you must get inside the market and get close 
to the consumer and gear the marketing program to 
the current tastes and habits of those consumers. Once 
the product has been successfully launched, then it 
is possible gradually to apply more and more Ameri- 
can marketing methods and slowly to upgrade the 
market and to bring it back more toward the kind 
of market we are accustomed to here in the US. It 
is not safe, however, to assume that U.S. methods will 
initially be acceptable. It is always wise to adapt 
your methods to the methods of the market being 
entered. 

There are several interesting situations in the con- 
sumer durables field. One of these is provided by 
Westinghouse International. 


WESTINGHOUSE INTERNATIONAL REPORT 


There was a case study of the Westinghouse Elec- 
tric International Company in the International 
Management Association Special Report No. 1, that 
contained some interesting remarks by their Vice 
President of Sales. He discussed the special foreign 
requirements that call for modifications in U.S. stand- 
ards. Europeans, for example, like to wash their 
clothes in much hotter water than we use in the USS. 
In some cases it requires special enamels and the use 
of auxiliary water heaters as a part of the Westing- 
house Laundromat sold abroad. 

He commented further that the consumer products 
business of Westinghouse International can be made 
to grow by using intensive sales procedures. In this 
line, the sales promotion and advertising function 
reports to the Vice President of Marketing. The 
objective is to stay close to the requirements of 
various markets on a day-to-day basis while the 
activity is controlled from headquarters. Westinghouse 
supports its distributors financially and in an ad- 
visory capacity, for advertising and sales promotion. 

For a number of years Westinghouse held a con- 
sumer product sales convention for its international 
distributors in New*York. However, they realize they 
could get closer to the market by shifting to a plan 
of holding regional conventions in Latin America and 
Western Europe and the Middle East. They have 
achieved much more penetration into distributor and 
dealer organizations as a result of this. 

Westinghouse has established service schools in 
various foreign areas where dealers can send trainees 
to learn the best methods of repairing products. These 
schools have proved to be very popular. In fact, they 
have met with so much enthusiasm that the curriculum 
now also includes selling and training techniques. 


BORG-WARNER EXPERIENCE ON NORGE 


The experience of the Norge refrigerator offers 
further evidence of adaptation. Borg-Warner Inter- 
national is manufacturing a line of Norge refrigerators 
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in Italy for the Italian market. The bottle tray is 
large enough to accommodate wine bottles. There is 
a lock on the door. The Italian market also pretty 
well determined the box sizes, which are 342, 412 
and 6 cubic feet. In the U.S. a 9 cubic refrigerator is 
considered rather small. However, most Italians like 
to shop every day. It is a part of their social life. 
Also, most families for economic reasons do not wish 
to buy a week’s supply of food as we do here. Re- 
frigerators in Italy are in the same state as they were 
here some years ago and there is no question that 
larger and larger ones will be manufactured in the 
future. 

Some markets prefer different approaches to the 
color and styling considerations. Bright colors are 
preferred in the Argentine so that the interiors of 
Norge refrigerators are very bright there rather than 
the more pastel shades that we are accustomed to in 
the U. S. market. I am indebted to Alonzo Kight for 
these observations. He bears out again the importance 
of not assuming that a U.S. product will automatically 
be acceptable abroad. 


BENDIX FRANCE SERVES UP THE 
ASPARAGUS 


I’ve been interested in consumer durables because 
the weight and bulk of the product leads to a good 
deal of manufacturing abroad to supply overseas 
markets. The dollar risk of a decision to invest in 
a foreign plant is typically greater than the risk in 
exporting the product from the U.S. But the product 
question remains unchanged. What should the prod- 
uct be? ‘ 

Harvey Williams, President of Philco International 
Corporation, recently related an interesting bit of 
information relative to the introduction of a product 
of Bendix France. This firm is a licensee of Philco 
Corporation, S.A., Fribourg, Switzerland, a wholly 
owned subsidiary of Philco Corporation. It is Model 
E3, which has been called the Asperge. Bendix 
France has a popular refrigerator in its line which is 
2 cubic feet and is table top height. Another popular 
refrigerator is the standard 4 cubic foot which is 
Model BF 492. 

I am sure we are all aware that space is at a 
premium in any kitchen, and in particular in the 
kitchen of a French apartment. There was an interest- 
ing opportunity in increase market penetration if the 
demand of the French housewife for more than 2 
cubic feet of space could be met without taking up 
additional floor space. The Bendix-France answer was 
the Asperge. They reasoned that a tall slim refrig- 
erator would fit in the kitchen of a French apartment 
and still provide the increased storage space that is 
a developing trend in the French market. It should 
be noted that the standard 4 foot model is still very 
definitely in the product line. The modification which 
was accomplished serves a special niche in the market. 
The engineering changes were not major and most of 
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the standard 4 cubic foot refrigerator is retained in 
the Asperge. 


This seems to me to be an illustration of intelligent 
product adaptation. Because a specialized strata of 
the market is to be served, it is clearly important to 
base the product adaptation on an existing model 
that does not require very much additional in the way 
of re-design, new tooling, and the development of 
different distribution procedures. This is the applica- 
tion of well tried marketing experience here in the 
U.S. where we have long been familiar with product 
adaptation through model change. 


Incidentally, I noticed in a Printers’ Ink article on 
Philco International that each market is considered 
on the basis of its own problems and these problems 
are Landled locally. Bendix France, for example, has 
home service representatives call to instruct new 
washing machine owners on the day the product is 
installed. A month later the representative checks to 
see if the homemaker is satisfied with the machine. 

Perhaps some of our marketing methods in the 
U.S. are lagging behind those being practiced in some 
foreign markets. 


GENERAL OBSERVATIONS ON PRODUCT 
ADAPTATION 


Sheer lack of time prohibits discussing the experi- 
ences of many other companies that are adapting 
products to new markets. It is time to draw some 
general observations from these experiences and to 
take a look at what lies ahead. 

The U.S. has taken a position of leadership in the 
Free World. To a very real extent this leadership was 
thrust upon us. The business community has done a 
good deal of backing and hauling, and is only now 
beginning to recognize that the burden of real con- 
tinuing leadership for the U.S. is going to be carried 
importantly by the private sector of our economy. 
It is going to be the U.S. capital, the U.S. products, 
the U.S. know-how, that are infused into many other 
economies in the Free World that will keep this 
leadership alive. 

We at Arthur D. Little have also been studying 
the problems and opportunities available abroad for 
our clients and believe the following conclusions are 
valid. 


1. The over-all position of the U.S. in international 
trade is going to improve in the period ahead; as a 
matter of fact, we will narrow the deficit in our bal- 
ance of payments considerably in the near term. 


2. The positions of particular industries are likely 
to change drastically, even though our over-all trading 
position holds up. 

3. These changes demand a degree of flexibility in 
the thinking of any particular industry in the United 
States as to whether it is going to have an export 
opportunity or whether it will be subject to competi- 
tion. 


4. A company will need frequent analysis of its 
position in world markets in order to shift emphasis 
quickly. 

5. The tastes and demands of many markets in 
the world will continuingly change toward a wider 
variety of better products that equate with rising 
living standards. 


6. Total world trade will increase enormously and 
the composition of this trade will undergo continuing 
change. 


With this great expansion of trade on a world-wide 
basis, competition will become much more intense. 
U.S. companies will have no choice but to manu- 
facture the product in the most efficient place in the 
world that can be found and it will have no choice 
but to sell those products in whatever markets in the 
Free World that will return the best profit. 


I recognize this to be a broad statement, but we 
are privileged at Arthur D. Little, Inc., to work on 
questions that relate to the future strategy of many 
firms. Here I must be general rather than specific. 
However, I know the great necessity of the U.S. cor- 
poration today is to become the truly international 
corporation of tomorrow. Such a policy opens up 
new markets while keeping costs competitive. Such an 
expansion program requires the best management 
talent a company can muster. Recently I heard it 
said that by 1970 no major company would select 
a new president who did not have some kind of inter- 
national experience in his background. 


IN CONCLUSION 


By 1970 I presume we will understand just how 
to adapt products to new markets. At the moment, 
however, we are learning from shared experience. 
I should like to contribute the following conclusions, 
and hope that we may have the opportunity to ex- 
plore them together in our seminar with Professor 
Hagler this afternoon. 


1. The experience of New England companies 
suggests that adapting products for sale abroad will 
result in improved sales. 


2. The magnitude of product adaptation tends to 
be greatest in the initial instance. Once the product is 
launched in’ the market, then U.S. methods gradually 
can be applied. However, when entering a market 
the experience that I have observed suggests that 
a manufacturer is best advised to stay close to the 
competition in most respects. 


3. U.S. marketing methods work abroad. There is 
a noticeable trend toward increased emphasis on U.S. 
methods of selling in foreign markets. Particular em- 
phasis is being placed on product education, sales 
training, sales administration and a coordinated pro- 
gram of advertising. The results are being measured 
in a bigger share of market and higher sales and 
profits. : 


4. The European Common Market is still “un- 
common” in marketing terms. It is still uncommon in 
terms of merchandising to the consumers of these 
6 countries. I belive it will be the application of US. 
marketing methods that will gradually convert the 
Inner Six into a true mass market as we view it in 
the U.S. A considerable period of time will be re- 
quired before this comes about. 


5. As we become persuaded of the value of being 
closer to every market in which we sell, we will im- 
prove sales and profits in the U.S. market through 
more skillful adaptation to requirements of consumers 
who are becoming increasingly segmented and strati- 
fied in their demand for products. Experience gained 
abroad will be of value here. 

6. There is an interesting opportunity to introduce 
new products into overseas markets shortly after they 
become accepted in the U.S. It is possible to build 
market leadership faster because there is less com- 
petition to overcome. Furthermore, more promotional 
emphasis can be placed on the development of pri- 
mary demand and this tends to be highly acceptable 
in many overseas markets. 


7. Conversely, there are a number of U.S. firms 
that have relied on a time lag of quite a number of 
years which permitted them to put outmoded and 
obsolete products into foreign markets. I believe 
these time lags are going to narrow substantially both 
as a result of the increasing progress technologically 
of foreign companies, and because of the increased 
participation abroad of leading U.S. companies. 

8. The cost of introducing new products into the 
market in the US. is steadily rising. It is very likely 
that certain overseas markets will become known as 
good “test market areas” because they will lend them- 
selves to good research controls. We may find that 
there will be considerable merit in introducing new 
products initially into certain overseas markets and 
then adapting back for the requirements of the US. 
market. The dollar investment supporting the new 
product could thus be lowered. 

9. Research on markets and products is going to 
be just as important overseas as it has proved to be 
here in the U.S. Within a very short time it will be 
almost impossible to distinguish between the planning 
approach we will take to marketing products overseas 
and the approach that we take in putting a product 
into the market here in the United States. I believe, 
in addition, that there will be an infusion of new 
thinking from the U.S. that will be of significant 
benefit to managements abroad and that, conversely, 
we will benefit here by learning some of the things 
that our friends overseas are doing that can be applied 
to our own advantage. 

In closing, I would plead for more research on 
product adaptation. There would be a great deal of 
value in getting together a year from now to exchange 
experience in terms of what has worked successfully 
in adapting products to new markets. 
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AND COMPANY IMAGE THROUGH PUBLIC RELATIONS 
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With the growth of American investments abroad, 
managements are concerned with the question of how 
applicable to foreign situations are methods and 
policies which have been developed and employed 
successfully in the United States. 

Managements that have learned the importance 
of good public relations in domestic operations are 
quite right in assuming that they are equally im- 
portant in foreign operations. The question is what 
are the requirements of effective public relations pro- 
grams abroad, and how do they differ, if at all, from 
requirements here in the United States. 

To examine this question in the light of the ex- 
perience of a company which, over a period of years, 
has had to learn — and is still learning — how to 
practice public relations under many conditions and 
in many countries, presumably may contribute to the 
purposes of this conference. 

Some such optimistic thought, I take it, prompted 
the invitation to join in this discussion. Any optimism, 
however, should be tempered with reservations. Note 
the emphasis on “is still learning.” Consider that there 
may be important differences in the needs and oppor- 
tunities of companies, depending on such factors as 
the nature of the product and the operation; relative 
conspicuousness among other industries in an area; 
past history or lack of history in the country; and the 
relative importance of the enterprise to the over-all 
economy. Finally, it would be unseemly in a group 
as knowledgeable as this in all phases of marketing 
to imply any special expertise or to appear to over- 
emphasize what public relations can accomplish. 

With this reservation in mind, the most useful ap- 
proach would seem to be to state a number of general 
considerations and principles which emerge from 
experience in public relations, both at home and 
abroad. 


I. In practice, public activities tend to fall into two 
categories: activities in direct support of operating 
phases of the business, for example, marketing; and 
activities concerned with broad issues affecting the 
corporation’s ability to operate profitably, or, even 
in extreme cases, to stay in business. 

Both forms of activity contribute to the creation of 
“the right selling climate and company image.” While 
the activities are interrelated, the distinction is real 
in more than one sense. Many useful activities border 
closely on sales promotion or involve product pub- 
licity. They require definite specialized skills of their 
own, and, to the extent that such activities dominate 
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a department’s program, the department tends to be 
regarded in a rather limited sense as just one of many 
useful service arms of management. Activities in the 
second category may be concerned with the impact 
of existing or pending legislation on company opera- 
tions, with public attitudes toward foreign capital, 
with anti-Americanism in some countries, and with 
broad questions of identifying the company with the 
community as a good citizen which contributes to the 
national welfare. 

Major corporate issues such as these are matters 
for top management decision and require a close in- 
tegration of public relations departments with man- 
agement — with the department serving both as a 
vital source of information and advice on which de- 
cisions can be based, and as an instrument of com- 
munications. They require also personnel, which is 
not only skilled in communications, but competent in 
the areas of economic, political, and social thought, 
which bear increasingly on the position of private 
business today. 

The president of one of Jersey’s larger affiliates 
recently said to members of his public relations staff: 
“We consider that you are part of management and 
expect you to think and act accordingly. We look to 
you for informed advice on the big issues that face 
the company. We may not always agree with what 
you propose, but you can be sure that your recom- 
mendations will always be most carefully considered.” 

It may be helpful at this point to summarize some 
statements of public relations objectives for 1960, as 
reported by a number of Jersey’s overseas affiliates. 
They illustrate the difference in public relations em- 
phasis between countries, and also suggest the variety 
of problems encountered. 








Theodor Swanson 


Country A. 


The company is small, and relatively new in the 
market. Its statement of public relations objectives: 

“To make the public familiar with the Esso name 
and with Esso’s marketing activities.” 


Country B. 


This company is a market leader in one of the 
smaller countries. Its current public relations ob- 
jectives: 

“To deal with problems raised by Russian oil 
imports and by legislative measures taken against 
service station building. 

“To work with other companies to improve public 
understanding of the oil industry, since it has become 
apparent that without good public relations for the 
industry as a whole, it is difficult to create an appre- 
ciation of an individual company’s achievements and 
its contributions to the economy and society.” 


Country C. 


The company is large and well known in one of the 
bigger countries. It lists its main public relations ob- 
jectives as follows: 

“To create a better public understanding of the 
need for a liberal national energy policy, including 
a free market for fuels. 

“To explain the current competitive situation in- 
volving price wars and teflecting the world imbalance 
in petroleum supply and demand. 

“To prepare public opinion for major new invest- 
ments in refineries and other installations. 

“To clarify public misconceptions about air and 
water pollution. 

“To publicize the growing importance of research 
in improving products and services.” 


Country D. 


The company is an important factor in a large 
country where forces in favor of government enter- 
prise are strong. Its objectives: 

“To win public support for a greater freedom from 
restrictions on prices, and from discriminatory taxa- 
tion. 

“To promote private enterprise. 

“To cooperate in the encouragement of tourism, 
motorization, and the improvement of agriculture. 

“To develop additional ways of support for market- 
ing operations.” 


Country E. 


The company has expanded greatly in size and im- 
portance in the past ten years within a relatively 
small country. It defines its current public relations 
objectives as follows: 

“To gain recognition of the growth in the size and 
scope of the company. 

“To gain maximum public relations advantage 
from the dedication of a new refinery, and to organize 
continuing public relations activities in the com- 


munity where the refinery is located. 

“To assist the marketers in achieving their opera- 
tional objectives within a climate of public consent 
and support. 

“To assist the Marine Department in connection 
with its large-scale construction program.” 


Country F. 


The company is a leading marketer in a major 
South American country where nationalism is an 
unusually strong force. The public relations objectives 
for 1960 include: 

“An intensified program to identify the company 
more and more with the community and with national 
goals. 

“To help consolidate our position as marketers by 
endeavoring to show the healthy effects of competi- 
tion and the benefits of free enterprise to the consum- 
ing public.” 


II. The creation of the right selling climate and 
company image starts with the employee, involves a 
multiplicity of approaches, and should enlist a total 
effort on the part of the organization. 


It is a truism that good public relations start at 
home. They cannot exist in the absence of sound 
policies affecting employees. They also require that 
employees should be as well informed as possible 
about the company’s products, policies, and attitudes 
on public issues affecting the company. It is another 
truism that employees are quite naturally regarded 
in the circle of their acquaintances as authorities on 
the company which employs them. 

One of Jersey’s directors, whose whole career has 
been devoted to marketing, has said: 

“Training in the fundamental ideas of public rela- 
tions must go along with the functional training of 
every new employee ... When you hire a new man 
and tell him about the company, you should next 
inculcate the gospel of public relations. Then and 
only then is the time to get down to the details of 


his job. I am convinced of this — if we can get the 
150,000 people in our companies doing a public rela- 
tions job, each in his own way — we will have mobil- 


ized a tremendous force for achievement.” 

This is easier said than done, and, undoubtedly, 
most executives would settle for something less than 
the ideal target he set up. The point is, however, that 
the techniques of employee education and enlisting 
employee cooperation are no secret. What is required 
is that management insist that a program be estab- 
lished and continuously and vigorously followed. 

It is significant that in the public relations planning 
of Jersey affiliates, employees top the list of the 
“publics” or audiences toward which public relations 
effort should be directed. 

Employee publications, special booklets, films, em- 
ployee meetings at various levels, and all devices of 
employee communications should be utilized for this 
purpose. 
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It is a practice in many Jersey affiliates for the 
public relations manager, often in the company of 
one or more members of management, to make regu- 
lar visits to field offices for the express purpose of 
discussing public relations with field executives and 
staff. 

In many companies, speakers’ bureaus have been 
established, utilizing the services of supervisory em- 
ployees to give lectures to outside groups on topics 
important to the company. The topics range from 
talks about products, research, exploration, refining, 
and transportation to presentations on public issues 
affecting the industry. 

An outstanding example of this kind of effort is the 
case of an affiliate in one South American country 
where issues affecting the future of the oil industry 
are a subject of continuous public debate. Manage- 
ment has organized what is, in effect, a total effort to 
present company viewpoints to the public. Qualified 
personnel throughout the country are regularly briefed 
on the issues and required to give a periodic report 
on their missionary work in the provinces. Directors 
and department heads at the home office are enlisted 
in activities bearing directly or indirectly on the main 
problems. Thus the sincerity of the company’s devo- 
tion to national aims is exemplified by such activities 
as lectures at the university by the medical director 
on industrial health, and by the treasurer on advanced 
concepts of accounting. 

As observed earlier, the ways in which public rela- 
tions activities can be directed to creating the right 
selling climate and company image are numerous, 
indeed. Here are some additional examples: 


1. All company publications should reflect in their 
design and taste:the character of the organiza- 
tion which management seeks to convey. 


2. Important developments in the life of the com- 
pany can be made the occasion of special events 
with accompanying publicity. Such events 
among Jersey affiliates include the dedication 
of new facilities, ranging from service stations, 
bulk plants, and refineries to ship launchings. 


3. The research theme is probably one of the most 
effective in creating public confidence in prod- 
ucts and the image of a progressive company. 
This theme can be projected in a variety of 
familiar ways: tours of laboratories and tech- 
nical installations, speeches and lectures, press 
releases on new developments, articles in com- 
pany magazines, and, of course, by institutional 
advertising. One of the most effective of such 
campaigns within the Jersey family of com- 
panies has been the series entitled “Esso Re- 
search works wonders with oil,” which is still 
appearing in magazines in many countries. 

4. Institutional advertising has so many applica- 
tions in the context of this discussion, that it 
merits some special comment. 

The direct or oblique approach to a public relations 
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objective is often the most effective. Many examples 
come to mind. One is a campaign conducted some 
years ago by our British affiliate in a number of mag- 
azines of opinion. 

Each advertisement consisted of a simple line cut 
of a classical or historical figure—a_ philosopher, 
artist, or statesman—and a quotation. The quota- 
tions related to excellence, creativity, moral values, 
and other qualities important in human affairs. A 
simple statement related the quotation to the respon- 
sibilities and goals of a thoughtful management. The 
restraint, dignity, and literary quality of the advertise- 
ments no doubt had a special appeal to English 
audiences, but appeal they did to the extent that 
among the many comments received was one which 
said, “I should think that any person who reads this 
ad would want to buy Esso products because they 
would have confidence in a company that could put 
out an ad like this.” In other words, what it said and 
the way it was said reflected the character and think- 
ing of the company. 

Another somewhat different type of institutional 
advertising was a campaign conducted by Jersey’s 
French affiliate at the time of the oil discoveries in 
Parentis—the first important discovery of oil in 
France. Public interest in the discovery was great, 
but a survey showed that relatively few people con- 
nected the development with Esso. A newspaper 
campaign was conducted which had nothing to say 
about the quality of Esso products, but which was 
limited to a presentation of interesting facts about oil 
exploration and production over the Esso name. This 
campaign, together with an extensive program of 
tours to the oil fields, was credited by the marketers 
as being a major factor in the capture that year by 
the company of the leading position in the gasoline 
market. Our French friends are no different than 
many of us in that they love a home-grown product. 

As a final comment, it would be wrong to leave the 
impression that Jersey affiliates use public relations 
advertising extensively. It is a difficult and expensive 
medium. There are often other ways of achieving 
substantially the same purposes. Its use, therefore, 
is generally limited to special situations and critical 
issues where extra effort and expenditure appear to 
be justified. 


III. The right company image is one in which the 
company appears to the public as integrated with the 
community both locally and nationally and as serving 
the national interest. 


This would seem to be a basic principle for any 
company, large or small. In the United States, it 
reflects the business philosophy of the post-depression 
and postwar eras, which recognizes the social respon- 
sibilities of the corporation. The principle is even 
more applicable in foreign countries, in many of 
which old attitudes on the part of mariagements still 
prevail, and public acceptance of private enterprise 
is more dubious than here. To this must be added the 


factor that American business abroad does represent 
foreign ownership and usually foreign control. 

In the case of Jersey, its affiliates throughout the 
world are managed and staffed by nationals of the 
country in which they operate, to the fullest extent 
that competent personnel is available. In Europe, 
most Jersey affiliates employ no Americans, with the 
occasional exception of men on temporary executive 
development assignments. In countries where societies 
are in earlier stages of industrial development, it is 
necessary to employ a number of American tech- 
nicians and managers, but the policy is to replace 
them as rapidly as nationals can be trained for the 
jobs. 

The difficulty of integrating a company fully into 
a community bears a relation to the stage of the 
country’s economic development, the number of resi- 
dent Americans, and the extent to which the local 
environment, language, and customs are alien to our 
own. An American company is more conspicuous and 
more likely to be suspect in the Middle East or Far 
East than in Europe. Accordingly, programs aimed 
at community integration will vary in character and 
scope, depending on the environment. 

Underlying all such programs is the fundamental 
and entirely pragmatic belief that the economic 
development of a nation is in the economic interest 
of the company. To support by actions and words 
projects which are in the national interest, therefore, 
is not only a matter of good public relations, but of 
good business. 

The ways in which this can be done are too numer- 
ous to catalog in detail. It is essential, whether the 
action is on a small scale or large scale, that it be 
sincerely motivated, that it be taken with sensitivity 
to local or national feelings, and that it be appro- 
priate for the particular company under the particular 
circumstances. 


1. It was said earlier that good public relations 
begin with the employee. This includes the 
local community as a whole. The experience 
which most American companies have gained 
in community relations in the United States is 
applicable abroad, when modified to suit local 
situations. The added requirement is that 
American expatriates should take an active 
interest in community welfare and progress and 
should enter into the social life of the area. 
This often poses difficulties because of language 
barriers and different local customs. The self- 
centered, relatively isolated American or British 
colony still remains a difficult problem in some 
countries. 

A gratifying example of community integra- 
tion in recent Jersey experience was the nomi- 
nation by students, in a small town, of the 
American manager of a refinery under construc- 
tion nearby as the Citizen of the Year. 


2. This modest illustration brings up the point 


that community relations’ work should begin 
even before a plant is established. 

The best site for a large refinery now nearing 
completion on the west coast of England was, 
unfortunately, a national park area. The British 
people are justifiably proud of the natural 
beauties of their country and fearful that they 
will be spoiled by growing industrialization. To 
add to the difficulties, a nearby island was a 
center for nature study and research. 

Among the many steps taken to win public 
acceptance for the refinery were the employ- 
ment of a distinguished landscape architect to 
help plan the refinery layout, and provisions to 
ensure the continuance of the research institute 
with a minimum of interference. 

The public response, both locally and nation- 

ally, to these and other efforts has been ex- 
tremely favorable. 
The improvement of agriculture is important in 
many countries. Identification with the national 
interest has been demonstrated by Jersey affili- 
ates in a variety of ways, including the opera- 
tion of an experimental farm in one country, 
and, in another, an intensive program for 
training tractor drivers. A special training school 
has been established and a series of films pro- 
duced for training farmers who cannot attend 
the school. 


Jersey affiliates in many countries are active in 
the promotion of highway safety, improved 
roads, and industrial safety. 


Support of education offers a wide variety of 
opportunities. These may take the form of 
prizes, scholarships, fellowships for study 
abroad, or the loan of scientific apparatus. In 
many countries, there is need to bridge the gap 
between education and industry, particularly 
in the technical and scientific fields. Coopera- 
tion in the development of business education 
is a vital need in areas where there is a great 
lack of administrators trained in modern con- 
cepts of management. Jersey affiliates in some 
countries have invited outside participation in 
company training courses, and executives lec- 
ture at schools and universities on technical 
and administrative subjects. 


In some parts of the world, the standards of 
journalism are considerably below our own. 
The Jersey affiliate in one ocountry has made 
it possible for newspapermen from small towns 
to undergo training periods on the newspapers 
of the larger cities. Awards for journalistic 
achievement in a number of countries —the 
winners being selected by a committee of their 
peers — have helped relations in circles which 
are of great importanct to all companies. 

As a final example, opportunities for support of 
culture and the arts should not be overlooked. 
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Americans — and American businessmen in par- 
ticular —are often regarded as unduly ma- 
terialistic. Local talent can be recognized and 
encouraged in many ways—through the use 
of local artists in company magazines, or in the 
decoration of company buildings. Prizes and 
exhibitions of painting, sculpture, and handi- 
crafts can be sponsored; archaeological research 
supported. In the field of music, there are 
opportunities for sponsoring concerts and re- 
citals or encouraging promising local composers. 
Such activities need not be costly. Often a 
relatively modest project can have far-reaching 
influence in creating a favorable image of the 
company. 
It is time now for a final generalization. 


What American companies have learned about the 
practice and value of public relations at home is 
equally applicable abroad. The main problem is to 
develop organization and to win management support. 


Acceptance of public relations by managements, 
as one of the vital functions of a business, is less 
general in other countries than in the United States — 
and even here such acceptance is by no means as 
complete as could be wished. 

Generally, the practice of public relations in the 
countries of Western Europe is about ten years behind 
our own, but it is progressing rapidly. The familiar 
misconceptions persist that public relations is largely 
a matter of getting free publicity, or that it is another 
term for propaganda in its unfavorable sense, or that 
public relations consists largely in entertaining. Oppor- 
tunists see in the developing field a chance for an 
easy and profitable new career, and there is no lack 
of pretension and superficiality masking the lack of 
real competence. Managements of the old school, 
while interested in new ideas from the United States, 
are, understandably, skeptical, but perhaps no more 
so than some American executives whose careers have 
been exclusively concentrated on operations. They 
_have to be shown—and this is a fair enough chal- 
lenge. 

The American firm which establishes itself abroad 
will have difficulty in recruiting qualified personnel 
for public relations jobs, for more than one reason. 
There is a lack of men with solid public relations 
experience, and there is sometimes a tendency, be- 
cause public relations is misunderstood and under- 
rated, to offer less in the way of compensation than 
good men demand. 

This picture is slowly changing, as a result of the 
examples set by a number of American companies 
and by progressive European organizations. Some of 
the latter are fully as advanced as we are. Public rela- 
tions societies are organized in a number of countries 
and, whatever their shortcomings may be in the early 
stages, are raising the standards of public relations 
practice. A few American public relations firms have 
established branches in Europe, and there are a few 
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competent local agencies. 

A public relations firm, when a good one can be 
found, can be extremely useful in performing many 
services in the early stages of a new operation — and 
in an advisory capacity over the years. There is no 
substitute in the long run, however, for a competent 
inside staff to handle the multitude of day-to-day 
public relations functions, even though the staff con- 
sists of only one man. 

Jersey’s experience, and I am sure the experience 
of many other international companies, indicates that 
public relations work is best done by nationals of the 
country, for the same reasons that a national manage- 
ment is in a better position to make operating deci- 
sions, and to understand the nuances of the national 
scene than a remote high command back in the 
United States. 

This does not eliminate the necessity for good 
communications, coordination, and advisory and other 
services from headquarters. 

The policies described have worked well for Jersey 
and affiliates. Public Relations departments were 
established in most affiliates of any size soon after 
World War II, their organizations modeled after the 
parent company’s department. Training courses for 
the public relations men of affiliates are conducted 
in the United States, and regional conferences are 
held every 18 or 24 months. They have contributed 
to high standards of performance, common policies, 
and a productive exchange of information relating to 
mutual problems, new methods, and ideas. Regional 
conferences are usually attended not only by public 
relations men, but by representatives of managements 
of affiliates and of Jersey. 

Following the practice of other departments of the 
parent company, executives of a division of the Public 
Relations Department—the Affiliate Counsel and 
Service Division — make regular visits to the areas 
for which they are responsible. 

There is a continuous flow of reports and informa- 
tion from affiliates, matched by a flow of information 
and material from New York adaptable to local uses. 
This process is augmented by a monthly publication, 
the PR Review. 

Jersey’s operations worldwide are decentralized. 
Local managements are autonomous, and Public Re- 
lations Departments report to them. 

Newcomers to foreign operations should not con- 
clude from this review that significant public relations 
programs overseas can only be conducted by large 
corporations. This is far from true. It should be 
reiterated that effective public relations work is being 
done by a number of Jersey affiliates which are new- 
comers in their markets and who can only afford a 
one-man or two-man public relations department. 
Indeed, even the largest departments started origi- 
nally with one man. 

It should be encouraging also to note that as the 
number of American firms in a country grows, the 
possibilities for cooperation and mutual assistance 


multiply. Trade associations and informal meetings 
provide means for helpful exchanges of information 
which are noncompetitive in nature. The success of 
each American enterprise abroad is important to the 
other American companies, for the same reason that 
the public relations of an industry affect the public 
relations of its individual members. 

The implications are even broader than this. It is 


generally accepted among marketers that there is a 
high degree of association between thinking well of a 
company and using its products. It is equally true 
that the images American companies create abroad 
are a part of the image that people overseas gain of 
the United States. There can be no doubt of the im- 
portance of creating the right selling climate when 
the ultimate product we are all selling is freedom. 


THE IMPACT OF POLITICAL AND ECONOMIC FORCES 





LEO CHERNE 


Executive Director, Research Institute of America, Inc. 





In these recent weeks I have been particularly 
preoccupied with an aspect of communications which 
is at the very heart of all marketing, and that is the 
problem of credibility. I am terribly embarrassed to 
appear before you through the generosity of the 
Chairman introducing me, with a mantle wrapped 
around me of the most awkward incredibility. 

When the invitation to speak came to me, I indeed 
did intend to discuss some of the concrete problems 
which all of us face in America, in international 
marketing and in advertising. In one sense, I shall 
still do so. But there have been events within the last 
few weeks which have both changed the nature of my 
own preoccupations and led me to conclude, perhaps 
to your disservice, that I may be of greater help if I 
address myself to a problem in marketing, in com- 
munications, internationally, that is not essentially 
the concrete or specific one which you as individuals 
in the responsibilities of individual organizations face; 
but rather, one which encompasses the efforts of all 
of us—the one which involves the marketing of 
communications, the conveying of an American pur- 
pose, and the advertising and selling effectively to 
ourselves and to the public of the concept of survival 
with freedom. 


I think there are times when individual needs 
and responsibilities are curiously overwhelmed by a 
larger environment which deeply affects the under- 
takings — private, commercial, corporate, urgent as 
they are —-on which we are all victim, party, partner, 
and benefactor. 

Quite accidentally and unrelated to this meeting, 
the Research Institute conducted among its own 
40,000 members, as it has periodically during recent 
years, a rather detailed survey to determine the 
extent to which a real cross-section of American busi- 
ness is involved in or interested in any aspect of 
foreign trade. 

We have long known that the giants have had 
sophisticated and many of them, very deep involve- 
ment in overseas commerce. 


ON INTERNATIONAL MARKETING 


We have also known, through constant association 
with the smaller enterprises — the small and medium 
sized businesses of America, that those who have been 
interested in or involved in any aspect of overseas 
trade were very much the exception. In fact, if we 
eliminate from that group those whose business itself 
was export or import, the number was almost non- 
existent. 

There are small and medium sized exporters and 
importers. But there have not been small and medium 
sized manufacturers of durables, non-durables, a wide 
variety of riches that we pour out from the plants of 
America, that will be involved in foreign commerce. 

Frankly, we pride ourselves on a record of sub- 
stantial accuracy. I must, therefore, confess that we 
would have been entirely certain, in this latest study 
of the preoccupation or involvement of American 
business in overseas commerce, that we would have 
seen some increase; but we would have been totally 
wrong in anticipating the results which, in fact, did 
occur. These have just been completed two days ago. 
They involve an enormous portion of a cross-section 
of 40,000 typical American businesses throughout 
the length of the country. 

They indicate the following: that American and 
foreign business, domestic and overseas trade, are 
becoming more and more interwoven in average 
American enterprise. Although exports and imports 
are still relatively a small percentage of that average 
activity, overall they now are hitting the profit nerve 
in a significant percentage of insular American com- 
panies. 





Leo Cherne 
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We have learned that it will be rare business that 
is not affected directly or indirectly as the inner pene- 
tration grows in the coming years. 

We have learned, startlingly enough, that nearly 
60° of all manufacturers with over 100 employees 
now sell overseas. That number was less than 15° 
five years ago. 

Although most companies report that foreign vol- 
ume is less than 5° of their total sales, it is significant 
that more than one out of each two manufacturers, 
medium to large size, today feel the need to have at 
least a finger in the foreign trade pie. 

Among those who are not exporting presently, 
another one in ten is planning to sell abroad in the 
very near future. Except for the very small manufac- 
turers of durable goods who have a small volume of 
sales, companies who do not have an interest, in one 
way or another, in foreign trade, are becoming the 
exception in the American economy. 

Also, a growing number of American firms now 
have firms abroad or investments in plants abroad. 
Almost 20% of all manufacturers replying to our 
survey owned a part of a foreign business. Three out 
of four of these companies say they plan to expand 
their holdings. 

Those without any foreign ties today, one in six 
have present plans for acquiring interests abroad in 
the future. 

The key reasons given for interest in corporations 
outside of the United States are not because of favor- 
able taxes or the easing of tariff problems. Rather, 
they are —in the order listed: low labor costs, market 
potential, and the meeting of new foreign competition 
in specific fields. 

There is no question in our mind that the pressure 
for foreign operation will be sharpened as more com- 
panies come to feel the impact of the new tariff 
groups like the Common Market —the Six and the 
Seven. ; 

Overall, nearly 50% of all companies replying are 
now using or selling foreign-made goods in their own 
businesses, and many more are planning to do so in 
less than five years. 

But the involvement of United States business with 
foreign activity is even more dramatically under- 
scored by the following survey findings. 

Fully two out of three manufacturers, and four out 
of five wholesalers and retailers report a ballooning 
of foreign competition, and an even larger proportion 
expect to confront more of it soon. 

And yet surprisingly, under those circumstances, a 
majority of the executives answering conveyed to us 
that they do not think present United States tariffs 
and quotas on imports should be higher. This is an 
enormous change in American industrial thinking. 

Also, surprisingly, there is no real difference on this 
point between those now using the imported goods 
and those not yet directly affected. Insular American 
business, in other words, is going by the board. 

You now see directly reflected an increasingly 
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urgent, vital, rapidly growing aspect of American 
industrial and commercial maturity, in a search for 
profit or, admittedly, a desire to survive. 

Again, wholly incidentally, as I thought of these 
observations, I made note of something that I had 
not planned. As I stand here before you, I am some- 
thing of a traveler and the suit I wear was made 
in Hong Kong. This shirt was made in England 
of Egyptian cotton by an American Company. This 
tie was made in France. This watch was made in 
Switzerland, purchased in the Orient. The belt I wear 
was made in Italy. The shoes, as well, are Italian. 

I have a pair of glasses here, the frames of which 
were made in France and the glasses are plastic, 
ground in Germany. 

I emphasize that this was not contrived for this 
occasion. 

Now, quite quickly to come to the larger aspect, 
the greater and, in my judgment, the ultimate chal- 
lenge in communicatons which confronts us. 

We have been a victim of accidents of a variety of 
kinds within recent weeks. I am unhappy about the 
fact that too many of them were self-induced. I am 
not unhappy with the consequences. You deserve to 
know my prejudices and, of course, you are free — as 
most of you will insist on being —to differ with me. 





It so happens that I have been no enthusiast of 
Summit negotiations, exchanges of heads of state, con- 
cessions concerning Berlin or Central Europe; nor 
have I been intrigued with the promise of what came 
to be known as peaceful coexistence. 

I am happier in my undertaking today, not because 
I am pleased that the possibility of peace has receded. 
My objection to the Soviet defined characteristics of 
peaceful coexistence flow precisely from my convic- 
tion that they are incapable of producing, to use 
President Eisenhower’s phrase — “peace with safety 
and justice”. 

The Soviet campaign for peaceful coexistence was 
essentially a campaign of psychological warfare 
against us —and against the instruments of strength 
essential to the survival of the non-communist world. 





There is little debate that the following purposes 
advance Soviet strength and weaken ours. 

— Division or destruction of NATO 

— Neutralization of Western Germany 

— Division between Germany and the Atlantic 

States 

— Unilateral disarmament in the West 

—A weakening of Western will in Berlin 

— Western acceptance of permanent Soviet sover- 

eign control of the present captive European 
states. 

These have beén Soviet objectives, and to the extent 
that we have moved toward them, they have been 
Soviet achievements and Western defeat. The partial 
and I hope temporary — price we have paid in 
effort, and dignity and direction, in moral conviction 








and disappointment can prove slight indeed if we 
learn the lessons in psychological warfare essential 
to the genuine search for peace with safety and 
justice. 

I advance the following propositions: 


1) Psychological warfare, in a free society, can- 
not be divorced from credible reality. It cannot be a 
pose, posture, tactical position of a government ad- 
vanced cynically and without the indispensable sub- 
stance of public understanding and acquiescence. The 
Soviet Union must also be concerned with popular 
opinion, but it both significantly and cynically shapes 
that opinion and is frequently free to disregard it. 

The word psychology has developed a distorted 
meaning. In a free society it cannot but briefly be a 
garment obscuring contradictory behavior itself. Any 
weapon to be effective must be credible. If its purpose 
is destructive, it must in fact be capable of destroying. 
If its purpose is deterrent, it will deter if there is a 
credible acceptance by the enemy that the weapon 
will be used. The psychological weapon is the most 
vulnerable to incredibility. A Khrushchev ultimatum 
on Berlin sent the world scurrying because the possi- 
bility of Khrushchev signing a separate treaty with 
its puppet state, turning sovereign powers over to that 
puppet, while maintaining its armies on that territory 
and its handcuffs on that government — all these were 
painfully credible to us. 

A sincere tie and oxford gray suit may convey an 
impression on Madison Avenue, but in the world of 
international affairs the only sincere tie is one which 
truly binds. The word, the policy, the posture can 
never be long separated from the action which tests 
them, demonstrates them or disproves them. 

2) Peace alone can never be our purpose. A senti- 
mental, unsophisticated search for peace leaves open- 
and-peaceful — societies peculiarly vulnerable to pub- 
lic manipulation by pacifists, the weak-willed, the 
frightened, the ignorant, misinformed, misguided and 
even those seeking consciously to destroy us. Peace, 
for us must always carefully emphasize the accom- 
panying requirements of freedom, safety, justice for 
ourselves and all other people. 

3) When we reach the conclusion that the Soviet 
Union does not seek war, we must instantly add that 
it does, however, seek our defeat. This is so self- 
evident as to have been lost in our uncritical pre- 
occupations with peace. Lenin said, “When the time 
comes to hang the capitalists, they will rush to sell 
us the rope.” 

4) On a number of levels the Soviet is more vul- 
nerable than we are. These are its major weaknesses. 

a. Its economy is less than half ours —though 
that half is more completely used to serve 
national purposes. 

Its people seek increasing satisfaction. 

c. It is surrounded by presently or potentially 
hostile states — hostages in handcuffs tied to 
the Soviet Union. 


d. It is afraid of the contagion of freedom, and 
cannot long expose itself to the virus without 
seriously weakening itself. 

e. It painfully manifests its acute distress when 
its weaknesses are revealed or increased. 

Psychological warfare consists of those instruments 
designed to increase the vulnerability of the enemy. 
They are effective in proportion to the consistency of 
their use and the credibility of the objectives they are 
designed to achieve. The two essential attributes of 
Soviet psychological warfare against us have been: 


1. The orchestration of crisis for the purpose of 
dividing us; 

2. The manipulation of the hopes for peace for 
the purpose of disarming us. 


The essentials in psychological warfare if our objec- 
tives are to be reached are: 
1. The demand for freedom for all those pres- 
ently enslaved by force, by violation of 
treaty, by denial of law. 


2. The aggressive search for reliable peace 
under a durable system of law, susceptible 
of certain enforcement. 

A free society has an inherent disadvantage in 
psychological warfare: it must demonstrably pursue 
its purpose. If its words are hollow, the weapon 
backfires, producing disbelief abroad and disillusion 
among those here who hold the reins of consent. We 
cannot expect the psychological profit from a posture 
which seeks the liberation of the central European 
states without a concrete program for the conse- 
quences of such a policy. Yet it is frankly inconceiv- 
able to me that we can conduct psychological warfare 
against Soviet imperialism without a genuine policy 
of seeking self-determination in the Soviet’s hostage 
states by all means other than direct military inter- 
vention. Nor can we long keep the Soviets from 
aggressively challenging the weaknesses of our posi- 
tion nor even, if any meaningful sense, negotiate from 
strength, unless we persistently press upon the tender- 
est point in the fallible Soviet armor. 

In a free society a posture is no substitute for a 
policy. Psychological warfare for the United States 
requires us to throw our weight on the side of free 
process as we did so wisely in Korea recently, even 
at such painful cost to a heroic but misguided leader. 

Psychological warfare requires that we accept the 
fullest consequences of our obligation to Berlin and 
demand freedom for those denied freedom in the 
other half of the city for which we also have a legal 
responsibility. 

Psychological warfare requires that if we are to be 
sensitive to the brutal consequences of Castro’s red- 
infested dictatorship in Cuba, we must have a com- 
panion concern for the absence of a free press, free 
vote, free labor movement and protection of law in 
Trujillo’s vassal state. 

Psychological warfare requires us to be faithful to 
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yesterday's victims. If we acquiesce in sweeping 
Hungary or Tibet under anyone's rug, we must expect 
that rug will be a red carpet for further Soviet 
advance. 

Psychological warfare involves being constantly 
alert to the weaknesses of the enemy and to increas- 
ing them—alert to our weaknesses and protecting 
ourselves against them. 

We cannot ask our people to bury their hostility 
for Mr. Khrushchev and be surprised that major 
motion picture companies rush to employ those who 
betrayed us yesterday and seek to serve Soviet spon- 
sored purpose today. When Alf Landon and Eleanor 
Roosevelt join at a Madison Square Garden rally of 
pacifists, breast-beaters and a variety of other true 
believers, and when tickets for the occasion wind up 
handily at the Communist Party’s Jefferson School 
in New York, we must look to the defect of our 
psychological warfare to find out where we lost con- 
trol of the weapon and its direction. Hitler, Munich 
and finally the explosion itself were the products of 
psychological warfare manipulated by the totalitarian 
enemies but made so much more lethal by the psycho- 
logical self-destruction of which free people, adrift 
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and misled, are unhappily capable. 

Our weapons, our purpose, our will, our direction, 
our budget, finally our national defense and security 
policies are the end products of the nation’s psy- 
chology. National calls for sacrifice don’t create the 
psychology of sacrifice, if no sacrifice is in fact called 
for. Overseas calls for freedom will not create freedom 
if no freedom is in fact intended to result or no pro- 
gram to achieve it stands behind the declarations. 
Psychological warfare, in the absence of a belief that 
warfare exists, is about as effective — if I may borrow 
a Latin American expression— as selling the bed 
because the woman is unfaithful. 

There can, therefore, be no substitutes for the most 
detailed knowledge of the enemy, his objectives, 
methods asid resources. There can be no restful re- 
treat from the pressures of protracted conflict, no 
illusory vacation in the miraged oasis of peace, dis- 
armament and brotherhood except as those are the 
final consequences of the efforts we initiate, painfully 
and consistently pursue and achieve with the cer- 
tainty of enforcement as part of arrangements which 
require justice and rest on law. All else is fantasy — 
distracting, disarming, and destructive. 
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ALFRED di SCIPIO 


Vice-President and Director of Marketing 
International Telephone and Telegraph Corporation 


DONALD G. ROBBINS, JR. 
Vice-President, Singer Sewing Machine Company 


The composition of the sales panel provided an oppor- 
tunity to compare the marketing functions of indus- 
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trial and consumer products, in that use of products 
dictated a range from selling to governments in under- 
developed areas, to sophisticated corporate selling to 
the ultimate consumer in the European Common 
Market. 

Mr. Crawford of the Singer Sewing Machine Com- 
pany began by discussing his company’s marketing 
operations in Thailand. His introductory description 
covered all aspects of the marketing process and 
ranged from that of a sewing machine educational 
program for Thailanders in the elementary schools 
to that of developing a company. Mr. Di Scipio pro- 
vided a basis for comparison since his company is 
largely concerned in selling directly to governments. 








Mr. Chollar, enlarging on the remarks of the previous 
two speakers, focused largely on standardizing adver- 
tising and the supervision of line personnel. Mr. 
Massie, since his products are in the construction field, 
re-emphasized some of the difficulties of merging 
the purchase decisions of his potential customers who 
would use his products with those of government 
personnel not directly concerned with the use of 
the equipment. 

When the speakers had finished their introductory 
remarks, the meeting was opened for questions from 
the floor. The majority of the questions in the early 
stages of the discussion centered largely on the ques 
tion of control of all company functions, i.e. market- 
ing, production, etc. The panel members were essen- 
tially in agreement that control is largely based on 
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the level of the decision to be made. In other words, 
the major policy decisions of a global company are 
essentially the same as those of a domestic company 
wherein policy is resolved at top level and the execu- 
tion of the policy is carried out by foreign nationals 
concerned with these matters. Interlaced with this 
general question was the belief, and the practice 
of the belief, that where subsidiaries, branches or 
sales offices existed, it was desirable not to limit 
these local organizations to a particular market but 
in fact, permit them to compete against one another. 


The panel generally agreed that advertising policy 
should perhaps be centered in the U. S. but following 
the line discussed in the preceding paragraphs, the 
use of copy and layout related to language, taste, 
nuance of interpretation, would be left to the decision 
of the local manager. 


Other forms of media were discussed such as movies, 
radio, TV, and sound trucks so as to reach the mar- 
kets with high illiteracy rates. 


There was a general concern about patent infringe- 
ments, and Mr. Crawford was of the opinion that a 
continual policing job was necessary, which means 
continual legal action, since the company could expect 
little help from a foreign government. 

Pricing was a matter of great concern to the Panel 
and to the audience. Mr. Crawford seemed to be in 
a position to offer the best advice on this question 
in that he einphasized the need to use every function 
of the “marketing mix.” He said they had met price 
competition by continually working to keep the 
Singer name in front of the people through various 
kinds of advertising, educational programs in the 
schools, better than average treatment of foreign 
personnel, and extremely liberal credit terms through 
installment buying (as much as 36 months) in addi- 
tion to the efficient use of all marketing functions 
ranging from product planning to market research. 

The questions raised from the floor highlighted the 
effectiveness and the universal acceptance of U. S. 
sales techniques in foreign markets. It appeared that 
U. S. sales training methods could be used, sales fore- 
casting could be relied upon with projections of a 
15-month period being the presently accepted pro- 
jection, e.g. the coming quarter plus the next 12 
months. 


International sales meetings are worthwhile in that 
U. S. advertising methods tie-in with sound sales 
approaches to foreign marketing. 

In conclusion, the Panel was of the opinion, and 
this opinion was sustained by the audience, that until 
a company comes to regard itself as global in nature 
rather than domestic with an international division, 
the fullest expectations cannot be realized from their 
marketing efforts. They were in agreement with the 
morning speakers on the need to develop international 
managerial skills and techniques since international 
marketing operations can be limited because of abbre- 
viated vision of domestic-centered company officers. 


JULY © INTERNATIONAL ADVERTISER «+ 41 

















PETER DUNHAM 


International Department, J. Walter Thompson Company 


DR. RUDOLF FARNER 


Owner, Dr. Rudolf Farner Advertising and 
Public Relations Agency, Zurich 


JOSEPH NOVAS, JR. 


President, Publicidad Novas, Caracas 


JAMES G. ZEA 
President, CRT Productions, Inc. 


SYLVESTER L. WEAVER 
Chairman of the Board, McCann-Erickson (International ) 


The starting spot for this panel was based on the 
morning paper presented by Sylvester L. Weaver, Jr., 
Chairman of the Board, McCann-Erickson Interna- 
tional — “The Pressure for Innovation in Advertising 
and Promotion”. 

‘In a talk preceding Mr. Weaver’s, by Mr. Victor C. 
Brink, Manager Overseas Distributors and Export 
Supply Operations—Ford International Group — 
Ford Motor Co., Mr. Brink intimated that we should 
view with alarm the person who views himself and 
what he is doing in an aura of cosmic significance — 
in sort, a crusader. 

It would seem, however, that the die of our 
progress is not yet finally cast. We are still in flux. 
We hear the voice of Mr. Weaver, and if we hear him 
correctly he speaks somewhat in terms of cosmic sig- 
nificance. He is concerned with the individual and 
the time of revolution in which we live. 

Obviously, neither Mr. Weaver nor Mr. Brink is 
unaware of the differences between cosmic significance 
and nuts and bolts. Which extreme point of view, or 
which view in between, will be the most beneficial 
approach for top management in the exploding world 
market— was the basic theme for the consumer 
advertising panel. 

Mr. Farner led off with a discussion of the relation- 
ship between a local national agency, and the parent 
company. In this instance, an example was used of 
the Coca Cola “Pause” theme adapted in poster form 
for the Swiss market. Mr. Farner pointed out the 
opportunities for creativity which exist for the local 
agency in interpreting a general theme to a local 
market. 

Mr. Farner then went on to explain in some detail 
the relationship which should exist ideally between 
the parts of the quadrangle comprised of head- 
quarters agency, local agency, company, and local 
market. 

In conjunction, Mr. Farner brought up the subject 
of split commissions and compensation in general as 
it relates to the function of client service. 

Mr. Novas in his opening remarks picked up Mr. 
Farner’s point concerning agency compensation and 
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quite definitely sided with Dr. Farner in a plea for a 
different method of agency compensation. 

In view of the preceding remarks, Mr. Zea’s talk 
became slightly complicated in an effort to switch the 
subject as he was primarily concerned with the growth 
of TV as a commercial medium — primarily in this 
instance in the Latin American countries. 

Peter Dunham then followed with a brief sum- 
mary of the impossibility of using a world-wide 
formula advertising approach and expecting it to be 
successfully applied in all countries. He made a very 
strong point that each market must be tackled and 
its problems solved on an individual basis. 

The discussion was then thrown open to the floor 
and immediately the subject seized upon was agency 
compensation. There is little doubt that it is a matter 
of great significance and concern to our international 
affiliates. In general, it may be said that the plea 
of the local agency is that far more effective client 
service may be performed if a new method of agency 
compensation is adopted in the international field. 

It was suggested by the floor, after the talk became 
somewhat heated, that the matter of split commissions 
and agency compensation be placed in a specific spot 
on the agenda for next year’s I.A.A. meeting with 
the hope that the subject could be thoroughly aired 
at that time. 

Following this, considerable discussion occured on 
the use and place of the local agency vis a vis the 
domestic agency. 

In the above discussion, criticism was made of 
sub-standard programming and production in the field 
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of TV. Following this Mr. Weaver made a strong case 
for TV especially highlighting the fact that TV is 
going to explode the market overseas just as it ex- 
ploded the domestic market. 

There was complete silence from the floor indicat- 
ing a general lack of interest in the whole matter of 
TV. This silence particularly intrigued the moderator 
and he posed a question to the audience asking for 
an explanation of this lack of interest in TV. It turned 
out that silence really did not indicate lack of interest 
in the subject. 

The balance of the panel discussion then centered 
around various aspects of international TV, touch- 


ing on programming, production, research, audience 
figures, etc. 

During this discussion, Mr. Luis Dillon of Dillon- 
Cousins, Mexico City, made a statement concerning 
the danger of conventions in generalizing. Naturally 
he was on sound ground and because of this reminder 
to the audience the subject again centered on more 
specific aspects of consumer advertising. 

In general it may be said that the discussion of the 
afternoon was pretty much nuts and bolts. The 
matters of cosmic significance mentioned earlier were 
lost in what apparently are the more urgent concerns 
of day-to-day communication. 
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The discussion centered around the question of what 
kind of advertising is effective in countries other than 
the United States. The two men from Germany, Mr. 
Bruder and Dr. Mortzsch, made the point that in 
Germany, for example, and probably in most Euro- 
pean countries also, the typical American use of 
superlatives and overstatement and exhortations like 
“Buy X machine now!” just did not work. For one 
thing, there were German laws which made it illegal 
to make statements comparing a company’s product 
with competitors’ products. The competitor could 
bring a suit charging unfair competition and the 
offending company would then be fined. 

But more fundamentally than that, the point was 
that factual statements and institutional-type adver- 
tising and selling were effective, whereas the more 
boisterous, sometimes exaggerated American way just 
wouldn’t be believed. 


The question was broadened in subsequent discus- 
sion to include the fundamental point of whether 
industrial advertising should ever be considered to 
be doing the kind of job that consumer advertising 





does, namely, changing people so that they wanted 
more rather than simply satisfying existing needs. 
It was generally agreed that in many countries of 
the world, particularly the less developed countries, 
there was a job of primary education to be done 
before one could begin to sell the merits of his par- 
ticular product as against a competitor’s particular 
product; that is, people had to first be convinced that 
they needed a machine at all before being persuaded 
that this particular make of machine was the right 
one to buy. 

Whether this kind of primary education was selling 
or not never did get settled. But in the end everyone 
came to about the same conclusion, namely, that the 
objective was to get people in other countries to 
buy one’s product, and whether the process of reach- 
ing this objective was supplying information, educat- 
ing, making people aware, or good old-fashioned 
selling, the way to do it was to use the kind of lan- 
guage and the kind of approach which would be most 
effective in each particular country. 

Dr. Mortzsch showed two public relations films 
prepared by his firm which had won awards in Ger- 
many and elsewhere as examples of the institutional, 
non-commercial approach. The only mention of his 
company was a brief showing of the initials at the 
very end of the film. Otherwise the film simply was 
educational and dealt with the subject of design, its 
purpose, by Dr. Mortzsch’s admission, being to make 
the public feel that his firm was superior in design to 
other firms. 

There was also some discussion of the expanding 
use of international trade fairs sponsored by the 
United States Government, of the need to avoid being 
complacent about the booming ’60’s, and of the need 
to organize constructively and realistically within the 
company in order to take advantage of the oppor- 
tunities ahead. 
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Mr. Law talked about the need in certain marketing 
situations for what he termed commercial and political 
intelligence, which goes beyond the normal sources of 
research. As a major example of such a need he cited 
the efforts of some companies to determine by com- 
mercial intelligence activities the nature of trade by 
the U.S.S.R. Another area of research discussed by 
Mr. Law was exploratory market research, where the 
objective is to identify markets where there may or 
may not be opportunities for companies to do busi- 
ness. Such research seeks to determine the size and 
structure of the market, growth prospects, activities 
and strength of competitors, methods and alternative 
means of distribution. 

In commenting upon industrial market research 
Mr. Law brought out the point that here you are 
seeking to pin down the attitudes, preferences and 
requirements of a limited group— people like pur- 
chasing agents, and so forth. 

Mr. Maloney reported to the group on the work 
of specific research organizations in the international 
marketing field— organizations like the Economist, 
UPI, International Research Associates, Gallup, Mon- 
roe Mendeisohn, the Nowland Company of Green- 
wich, Ernest Dichter’s Institute for Motivational 
Research. He reported that costs abroad on research 
have been going up more rapidly than in the U. S., 
although field work is still about one-third less ex- 
pensive. 

Mrs. Edwards spoke about market research from 
the point of view of a U. S. manufacturer with sub- 
sidiaries abroad. She cited the difficulties of collecting 
data in areas outside the U. S. where research is by 
and large in a beginning stage. For example, in trying 
to find quantitative data for a pharmaceutical firm, 
the method used might be something as inconclusive 
as finding out the number of drug stores in a particular 
market, matching this information against the gross 
national product, and drawing conclusions as to the 
existing market and the potential in that market. 
The ideal situation would be that each subsidiary 
have its own market research department with co- 
ordination done by the home office. 
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Mr. Clawson began his remarks by saying that he 
wanted to talk beyond the kind of research that tells 
how much and how many, to the question of why 
people do what they do. This is known as behavioral 
research, which Mr. Clawson described as transposing 
two-dimensional statistics into something more human. 
Without this kind of knowledge, Mr. Clawson claimed 
that companies are working in the dark and can 
only hope for accidental success. For without knowing 
the kind of people to whom you are speaking, without 
being able to put yourself in their place, you are 
really never sure whether or not you are really com- 
municating with them or merely talking at them. 

At this point in the discussion Dr. Bursk sum- 
marized what had been said up to that point. “In 
marketing and advertising in other countries you 
need research even more than you need it in this 
country. I would like to point out that this is an 
axiom that everyone gives lip service to but not 
everybody really believes it enough to do something 
about it. It has been my experience that there is not 
really whole-hearted support (implementation) from 
top management.” He suggested then that the meet- 
ing take up a discussion on whether or not American 
business believes in market research. The following 
comments were made on this subject: 

Market research departments have been unable to 
come up with the answers that management needs. 
Management agrees there must be research but doesn’t 
know what they want to find out. 

The market researcher in the international area 
does not have the same kind of tools available to 
him in the U. S. And in the case of a highly cartelized 
market there are the few close-mouthed producers. 

Mr. Nielsen interjected here with the statement 
of another difficulty experienced in the field of inter- 
national market research. Many companies, he pointed 
out, work on a decentralized basis. The local com- 
pany has to operate within a budget. In a small market 
a local company has to be maximally efficient and 
the need for research is great. But the nature of re- 
search demands a minimum in observations, and 
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the cost cannot be pared to where a particular 
market can afford it in relation to the size of his 
business. 

These remarks prompted someone to throw out 
the question: “What is the minimum a manufacturer 
should know about an overseas market?” It was 
pointed out that this depends first of all on what 
management’s basic intent is in international mar- 
keting. Is it— “This is gravy. Let’s get what we can 
out of it.” Or, on the other hand, “This is just as 
important relatively as the U. S. market. We are 
going to gear our activities to the potential of the 
market.” This is traditionally the way American 
business has been. You have to know just as much 
in the foreign market as you do in the U. S.— market 
distribution, consumer preference, legal restrictions, 
etc. Mrs. Edwards went further and said that you 
have to know more because of the competition, which 
is increasing rapidly. You have to find out what the 
market is, what your share of the market is, and what 
share of the market you would like. And in research- 
ing this situation you have to remember that research 
done in one country does not apply to another. 

Since management seemed to be getting rapped 
fairly heavily, Mr. Clawson came in with a defense 
of management. He claimed it is a lot the fault of 
research people that management doesn’t use re- 
search. For research people often fail to realize that 
since management is profit-oriented, there is much 
work to be done in presenting the findings of research 
in such a way as to be more clearly related to man- 
agement’s profit objective. 

Another view from the floor by a man from Curacao 
was that if management really did believe in re- 
search, it should be willing to spend money on it. It 
was his experience that he was indeed requested from 
time to time to get certain facts together but was 
usually advised to “please” not spend any money 
on it. 

Back again came a plea for realism. Research does 
cost money —as much abroad as in the U. S. If the 
orders are not large enough, management is not 
going to spend a lot of money in research. Mr. 
Clawson, however, repeated the thoughts of Mr. 
Nielsen on this subject. He said that where a budget 
is small is usually where you need to be more selec- 
tive, and it is faulty to say you can’t afford the 
research which will tell you how and where to be 
selective. 

An optimistic note was sounded here. It was 
pointed out that while much needs to be done, inter- 
national marketing has come a long way in the last 
five years, as witness the creation of international 
divisions, international companies, and so forth, dur- 
ing this time. What’s more, the fact of the European 
Common Market will hasten the growth of inter- 
national marketing. The fact of having a panel at a 
large convention devoted to the area of international 
market research is proof that things are certainly 
looking up. 





The next question asked concerned the availability 
of census data in overseas markets and whether or not 
governments were being asked to cooperate in such 
ventures. There was not much knowledge of this 
being done among those present, but someone did 
mention that the United Nations has done a great 
deal in Latin America and Africa to standardize 
methods of getting this kind of data. 

Dr. Bursk again summarized: 

1. “Research is a corporate job. One of the diffi- 
culties, without calling anyone villain or hero, 
is the same difficulty that marketing research 
in general is up against — namely, that gener- 
ally management is not research-minded. I 
mean this quite literally. They may appreciate 
the value of research as a general proposition, 
but their minds don’t think the way research 
people think. They think of action first. The 
typical research mind works in the other direc- 
tion. There is always the difficulty of market 
research selling its management. 

2. “Up until last year American management in 
general has not been international-minded. 
But this has happened very quickly. All of a 
sudden the international fever is breaking out. 
So it’s been hard for management to get excited 
about international market research because 
they haven’t been really excited for too long 
about international marketing itself. 

3. “Research abroad at this stage may be more 
difficult to do than domestically to get the 
same kind of results for the same expenditure 
of money.” 

Back to the problems of international market re- 
search. The statement was made that European man- 
agement is less well informed business-wise than 
American management. Why? In Europe you have — 


1. Corporate aristocracy; 

2. Less concern about the consumer’s whims. “If 
you don’t like it, don’t buy it.” Why is this? 
For one thing, there has been less competition 
and a condition of cartelization. But although 
these things have been true, they’re changing 
rapidly — more products, more competition. 


Final summary by Dr. Bursk: 

“Am I right? Most of you feel that when you want 
some research done in another country, you do tend 
to use research people outside the company with 
close contact with the company? 

“Market research is important. Market research 
is up against difficulties, but difficulties can be sur- 
mounted. Conditions are improving. A lot of good 
work can be done. One fact should be underlined — 
if anything, the job of international marketing re 
search calls for a high level of managerial talent. The 
problems are more those of a management-type prob- 
lem. If we have people who combine a high degree of 
technical skill and a high degree of management skill, 
we're going to continue licking the problem.” 
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Mr. Randt: The product planning problem is lack 
of communication among the foreign and American 
markets. The international market is one of the 
tools available to agricultural (and others) com- 
panies to develop several product lines for agricultural 
products. 

Mr. Dangoia: Electrical appliance field. He said it 
is necessary for his company to adapt their products 
for foreign markets because in these markets there 
are many differences such as in electrical voltage, 
laundry habits, food buying, etc. American marketers, 
in order to compete in European markets must be 
flexible in their thinking. Problems encountered in 
export markets must be kept in mind when the elec- 
trical appliance is originally designed. Problems arise 
not only in new markets but in existing foreign 
markets. 

Mr. McGirr: Grocery product field. Primary pur- 
pose is to sell products in which the company is most 
familiar, e.g. those made here in the U. S. In market- 
ing their products, they must take into consideration 
taste preference, habits, economics and religion. As a 
result, there must be a change in the existing products 
and packaging. Mr. McGirr’s company has two divi- 
sions; international and export, and several research 
departments. It is through their research departments 
that products taken in their existing U. S. form are 
changed to fit overseas markets. 

Mr. Lewis: Why are so many American consumer 
products a success overseas? Because of excellent 
communications, distribution, and development of 
new products here in the U. S. Vick Chemical takes 
their American-made product, strips it down and 
rebuilds it for overseas consumption. Problem of 
international marketing is lack of adaptation of con- 
sumer products. 

Questions raised from the Floor 

Mr. Wright — Merck, Sharp & Dohme: How does 
a company make its decisions for adaptation? Answer: 
By employing local researchers, advertising agencies, 
and local (field) representatives and test marketing 
overseas. 

Mr. Peter Hussey — Hablemos Magazine: Are those 
companies wrong who do not change their product 
for overseas markets? (e.g. Coca-Cola). Answer: 
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Can’t use “adaptation” across the board. Should 
analyze, product by product. 

Mr. Baxter Reese — Standard Brands: Mr. Reese 
believes that shaping the market is more important 
than adapting a product for the market. Many com- 
panies are successful without changing their products 
— so why change them. Standard Brands’ products are 
not changed overseas. Mr. Reese did not believe in 
adaptation of a product except perhaps in packaging. 
Standard Brands may use different advertising in 
different markets but that is because the media avail- 
ability differs. 

Mr. Hugh Hyde — American Exporter Magazine: 
Mr. Hyde pointed out the case of the American con- 
sumer adapting to the small European cars which 
filled a vacuum in the American market. 

Dr. Herrmann: At this point Dr. Herrmann gave 
his definition of Product Adaptation— Use of a 
parent product with slight changes but stopping 
short of a new product. 

Mr. Jones: Does a company want to compete with 
local products on their local ground or does it want to 
introduce a new international product? Keep in mind 
that advertising and promotion money is more avail- 
able in the VU. S. than in any local markets. 

Questions raised but not fully answered: 

Mr. Jones: Are New England exporters selling to a 
mass market in foreign countries and is that why 
there is little or no need for adaptation? Answer: New 
England is not selling too much for export, mostly 
Gillette and selected fields. 

Mr. Johns —Catepillar Tractor Co.: If you give 
sufficient instructions about a product is it necessary 
to adapt the product? 

Dr. Herrmann: Suggested that product adaptation 
and distribution could follow in this order: (1) De- 
termine preference or taste of the market; (2) Deter- 
mine qualities and taste preference for competitive 
product; (3) Determine gap between U. S. and com- 
petitive product; (4) Design and set specifications; 
(5) Determine cost of making changes; (6) Deter- 
mine manufacturing cost of an adapted product; 
and (7) Promote adapted product. 
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Elmo C. Wilson (right) is shown presenting the 1960 International 
Advertising Man of the Year Awerd to Shirley F. Woodell. 
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The afternoon public relations panel opened with a 
brief statement by Mr. Elmo C. Wilson, President 
of the International Advertising Association, cor- 
recting a portion of the resolution made at Wednes- 
day’s luncheon in which an expression of regret was 
made at the intervention and taking over by the 
Cuban government of Goar Mestre’s personal proper- 
ties and of his tv and radio property, CMQ. 

The correction made was that while the Cuban 
government did take over some of Goar Mestre’s 
radio and tv properties; CMQ was not included 
among them, and the expression of regret therefore 
was directed toward only the Cuban government’s 
intervention of his radio and tv properties, exclud- 
ing CMQ. 

After Mr. Wilson’s statement, the moderator began 
the discussion by remarking that between the remarks 
of Mr. Swanson at the morning session and Mr. 
Cherne at the luncheon session, all were more fully 
impressed than ever, and more fully appreciative 
of the role which public relations will be playing 
in the international marketing future. 

Mr. Allen’s opening remarks pointed out the 
serious troubles involving public opinion abroad and 
reviewed examples of several companies in Canada, 
France and Mexico. 


The categories of trouble appear to break down 
this way: 

1. Fear of the U. S. 

2. Suspicion of exploitation by the U. S. 

3. Suspicion of interfering politically in an at- 
tempt to maintain a status quo situation. 

4. Suspicion of high pressure U.S. business 
methods. 


5. Failure of U. S. citizens to assimilate overseas. 


Mr. Boyce followed with the statement that in his 
observations on his recent trip around the world, “the 
road to hell is paved with the good intentions of U. S. 
corporations overseas.” 

He cited several examples of difficult areas and 
brought out the significant point that proper selection 
and recruiting of Americans who represent us overseas 
is of extreme significance. 

Mr. Constable urged that it is the corporation’s 
responsibility to do our work to create a favorable 





image everywhere. He warned of our image of undue 
materialism emanating from the actions of the few, 
but pointed out that their actions are the responsibil- 
ity of all. 


Mr. Reef covered two main points: 


1. The present state of public relations abroad 
which he felt to be inadequate and felt that 
corporate management was passing through the 
timidity of an exploratory stage; the timidity 
resulting in low budgets and lack of adequate 
planning. 

2. The present state of public relation techniques 
abroad, he felt, varies as it does in the U. S. 
with a full range of good to bad. Generally, 
however, Mr. Reef thought that the level is not 
as high abroad as it is in the U. S., and perhaps 
because of a differential in level there is a 
tendency abroad to equate public relations with 
publicity. 


Following these opening remarks, questions and 
observations from the floor began: 

Dr. Rudolf Farner, President of Rudolf Farner 
Marketing and Advertising Agency, said that before 
a company can properly get a share of the overseas 
market he must first earn a share of the overseas 
mind. To do this he suggests that a corporation not 
simply bulldoze into a new market, but to first 
research it to discover and diagnose the opinions, 
objections and attitudes about their corporation, and 
to then cultivate and develop these people’s minds so 
that there is a change from an unfavorable to a favor- 
able attitude toward their company. This, then, is 
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getting a share of the market after first earning a 
share of the mind. 

Dr. Farner emphasized the importance of being 
familiar with a company’s philosophy, aims, etc., and 
he feels American concerns in Europe are not capable 
to give answers to such questions. 

Dr. Farner also said that public relations must 
earn the respect of top management. 

Harry E. Maynard, Associate Advertising Director 
of the International Editions of LIFE, maintained that 
we are all working toward the time when our com- 
pany will not be- known as a French, Dutch, American, 
German, etc., company, but rather as an international 
company. That it will not be a question of the “ugly 
American” but rather of certain ugly characteristics of 
individuals regardless of their nationalities. 

While this goal of attaining an “international 
image” is still for the most part in the future, a 
good example of this type of company is Shell, and 
it is becoming increasingly true of many other large 
companies. 

Mr. Victor Bennett, Victor A. Bennett & Company, 
criticized the lumping together of public relations 
and publicity and felt that a divorce between the two 
was necessary for the success and health of public 
relations. Too often, he said, publicity is paraded 
under the guise of public relations. 

Mr. Robinson of IMS posed the question that if 
public relations is such a lucrative field why aren't 
more of the “giants” in it? Mr. Allen of the Panel 
replied that there had not been a great need for 
public relations until the last two years or so. Five 
years ago only 15% of American companies were 
represented overseas, today that figure has grown 
to 60%. Too, there still are not enough experienced 
people in international business to do the job. Many 
of these “giants” are doing so well domestically, that 
they are reluctant to take on additional problems. 
However, the field is lucrative and today more service 
is being provided for the growing needs of the over- 
seas market. 

Kenneth McDonnell of the International Editions 
of LIFE made the point that, in the early years, 
because a few “smart” people had been interested 
only in making a fast dollar from public relations, 
public relations today HAS TO BE SOLD. 

When Mr. Kendall of IGE challenged the panel 
about what they did to “help a guy going overseas,” 
Mr. Allen and Mr. Reef explained that he was briefed 
and given thorough knowledge of the particular mar- 
ket. Mr. Allen said, “top management must be made 
aware of their need to use a public relations’ service.” 

Jere Patterson, Jere Patterson & Associates, summed 
up some relevant, and some forgotten, points: 

“Certainly there has been a great onward and 
upward swing in international advertising and mar- 
keting activity. And the talks and panel discussions 
at this ILA.A. Congress have very much underlined 
all the progress and interest in doing a more effective 
job of marketing abroad today. 
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“But at the same time, let’s be realistic and have a 
sense of proportion. Let’s not be mesmerized with our 
own advertising and publicity. 

“For the fact is, this business of marketing abroad 
on the part of U. S. companies still has a long, long 
way to go. I do not doubt the statistics that Mr. 
Cherne gave at lunch today on the greatly increased 
degree of export and international activity on the part 
of U. S. companies, but I would like to point out there 
is a tendency in our business to exaggerate a little 
bit of activity into a lot. There is a romance about 
this business. An air of mystery in foreign lands 
and at times management becomes conversationally 
fascinated with it but does not always back this up 
with solid action and the budgets to do the job. 

“Here we are talking about international public 
relations on this panel as though it was one of the 
most vital and up to the moment problems facing 
U. S. international business today. Well, in some ways 
it is, but let’s be honest with ourselves. The vast 
majority of companies are blissfully unaware of it. 
The fact is that there are very few, all too few, inter- 
national public relations consulting firms and all too 
few international public relations directors. Try to 
round up a group of experts on this subject such 
as the men taking part on this panel today and you 
will see what I mean. 

“Yes, our business is growing rapidly and it is 
increasingly important, and so is the impact of U. S. 
business as a whole abroad. But in the process of 
massaging our own and our corporate egos let’s not 
become overly fascinated with our own navels. In 
many countries U. S. international business is still a 
drop in the local bucket and so are our budgets and 
se ere our marketing efforts. We have a long, long 
way to go and we are getting there, but let’s not let 
the impression become too prevalent that we have 
already arrived.” 

In summary, it is perhaps to be regretted that 
more discussion did not focus on the education of top 
management to the necessity for public relations. 
Throughout the discussion period it was consistently 
mentioned that in many instances top management 
does not understand the function of public relations 
overseas and therefore our national and corporate 
images are confused. 

The panel was concluded with a statement by 
Mr. Swanson which he cut out of his morning ad- 
dress. It goes as follows: “The president of one of 
Jersey’s larger affiliates recently said to members of 
his public relations staff, ‘We consider that you are 
part of management and expect you to think and act 
accordingly. We look to you for informed advice on 
the big issues that face the company. We may not 
always agree with your proposals but you can be 
assured that your recommendations will be most care 
fully considered.’” . 

This seems to be the kind of intelligent, thoughtful 
top management thinking which will assure us of 4 
fair place in the world market. 
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COST OF RESEARCH 


Problem: Can the cost of research be reduced by 
establishing typical markets? 

Answer: How does one know what is typical? There 
is a design for a sample survey in the Common 
Market, but even here the individual segments will 
be different. 

Possible solutions: Cooperation between companies 
would help spread out the costs of research. For 
example, a cooperative study of the travel market 
will be conducted this fall among sixteen European 
countries by Chemin de Fer Airlines, Air Research 
Bureau, Port of New York Authority and Boeing. 


PROBLEMS WITH MEDIA RESEARCH 


Problem: Advertisers have to depend upon the 
validity of media research. But research studies con- 
ducted by media people often do not jibe with one 
another and are also often out of date. 

Possible solutions: 1. Formation of a group of 
representatives from agencies, advertisers, media to 
set up standard basis of comparison. 2. It was sug- 
gested a pool file in the I. A. A. of all international 
research. 3. Stamp of approval based on standards 
set up by #1. Difficulties in attempts at standardiza- 
tion: a. Qualitative research very difficult to stand- 
ardize. Even in the U. S. you can’t get common 
grounds on measuring print media versus other types. 
It is difficult to get someone to accept someone else’s 
standards. b. Allen Reffler thinks that a group of 
advertisers can’t establish standards for media. It 
should be the function of the advertising agency to 
evaluate all types of research done by different media. 


MEDIA CONTACTS AT THE LOCAL LEVEL 


Problem: Advertisers are not getting the support 
they need from media on a local basis. Media men 
in the field should help support. the headquarters 





office of the advertiser by contacting local company 
representatives. 

Suggestion: A list of local contacts should be sup- 
plied by the advertiser to the media representatives. 

Problem: People in the field who don’t understand 
the program of their home office, or who don’t even 
know about it when contacted by media representa- 
tives, sometimes muddy the waters and are better 
left alone. 

Suggestion: Home office, before making a particular 
local representative as a person for the media repre- 
sentative to contact, should be sure that intra- 
company relations are what they should be. 


DIRECT MAIL PROMOTIONS 


Question: How are automotive direct mail promo- 
tions best conducted? 

Suggestions: 1. Circulation departments of mag- 
azines could work with companies in the selection of 
lists. 2. Ethical drug people could help because they 
have been doing direct mail very well in Latin 
America. 3. Notify the dealer of who is getting the 
direct mail piece. 4. Suggest that he use traffic build- 
ers, which have been very successful in the U. S. 
Conclusions: 

After a lengthy discussion of research and some of 
the problems connected with research, which was 
triggered by the report by Mr. Wilson, it was decided 
by the Group to make the following recommenda- 
tions to the I. A. A.: 

1. That available résearch be listed with the I. A. A. 
with indication as to whether it is open or 
classified. 

2. That media get together by category (news- 
papers, general magazines, trade magazines, 
etc.) to try to establish common grounds or 
standards for research studies. 

3. That a committee be formed within the I. A. A. 
charged with the job of formulating a question- 
naire to be inserted in the INTERNATIONAL 
ADVERTISER asking advertisers themselves 
to list research objectives which would be of 
most value to them. 

4. That advertisers and agencies when evaluating 
research surveys by media, provide the I. A. A. 
research committee with such evaluation on a 
confidential basis. 
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The unanimous opinion of those who attended this 
meeting was that there should be more exchange of 
ideas and information by advertising people in the 
chemical export field. It was agreed that a permanent 
organization would be established with members of 
the Round Table as a nucleous. This group will meet 
approximately once a month to discuss topics of 
direct interest to the members. 

The first meeting will be held at Union Carbide 
International Company and the topic of discussion 
will be “Exhibits and Trade Fairs”. After that, meet- 
ing places will be rotated. Chairmen will be from the 
| host company and secretarial responsibilities will be 
cooperatively handled. Future topics of discussion 
will be concerned with media in the international 
chemical field, foreign competition, advertising agency 
services, media, etc. 


ORGANIZATION OF THE CHEMICAL 
ADVERTISING FUNCTION 

Preliminary discussion dealt with the place of 
chemical export sales in companys’ organization 
and the place of export advertising within this 
sub-organization. The advertising function varies 
from a separate entity reporting to an export 
division as in Union Carbide, to an export ad 
manager who reports to the domestic ad chief, as 
in the case of Continental Oil Company. A major 
cause for concern is the need for further coordina- 
tion between export advertising and advertising 
of affiliated companies overseas. 


TRADE FAIRS IN CHEMICAL AND 
RELATED FIELDS 

This is the first topic of discussion of the newly 
formed “export chemical advertising group”. One 
question to be considered is how much exchange 
of information there may be between companies, 
media and agencies. It is unfair that one’s own 
company should allow others to avoid pitfalls 
that are normal in setting up an exhibit? Will we 
be giving other companies an advantage in letting 
them gain from our experience? There was an 
area of disagreement here, one group insisted that 
this is not the proper attitude to take in American 
business; that as long as we were not dealing with 
price discussions or customer relations, it is our 
obligation to cooperate with each other as far as 
possible. This question will have to be thrashed 
out at future meetings of our group. 


INTERNATIONAL COMPETITION 
It was indicated that we are all concerned with 
increasing competition in the export business from 
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foreign chemical companies, particularly those in 
Europe. The other side of the coin is that in the 
chemical field, new markets are built for American 
companies with greater industrialization abroad; 
a comparison was made between volume of chemi- 
cal exports to high industrialized European coun- 
tries and Latin American countries. 


ADVERTISING AGENCIES 

It was pointed out that not many American ad 
agencies are truly international in character; this 
is changing with additional agencies taking on 
affiliations overseas and setting up international 
divisions. This change will be of benefit to all in 
the business, in making international advertising 
considerably more import in stature. Our problem 
in the chemical field is vastly different from con- 
sumer product advertisers who are setting up local 
advertising, merchandising, sales promotions and 
retailer programs. Similarity between trade adver- 
tising abroad and trade advertising in this country 
is certainly much greater than it is in consumer 
advertising where local direction is vital. 


INSTITUTIONAL AND CORPORATE 
IMAGE ADVERTISING 

The experience of several companies such as 
Union Carbide, Monsanto, Celanese, Hercules and 
Allied Chemical shows that there was very little 
difference of opinion as to the value of institutional 
advertising; it was felt that it would be of con- 
siderable benefit to companies with broad product 
lines and continuity of relationship with customers. 
On the other hand some of the smaller companies 
were concerned almost entirely with their relation- 
ship with distributors and with promoting specific 
chemicals by these distributors. Institutional ad- 





Chemicals Round Table. 








vertising was of less benefit and product advertis- 
ing of greater value to these companies. Some 
companies provide financial assistance to their 
distributors and customers for cooperative adver- 
tising. The advantage, of course, is that local com- 
panies know their markets best and if they are 
willing to spend some of their own money the 
program would receive better local support. 


6. MEDIA 

A major part of the meeting was devoted to the 
analysis of the various media available within the 
international chemicel field. The large circulation 
publications such as Time, Life, Newsweek, etc. 
are desirable for corporate and institutional adver- 
tising. One trade publication set up a separate 
edition for their overseas readers with advertising 
available on a split-run basis. On the other hand, 
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In order to channel discussions better and to pin- 
point problems, it was decided, in the Agenda, to 
concentrate on three of the topics which had been the 
subject of speeches at the 1960 I.A.A. Convention. 
These three were, “The Changing Needs of Inter- 
national Selling” by R. W. MacDonald; “The Pressure 
for Innovation in Advertising and Promotion” by 
Sylvester L. Weaver; “Do New Markets Require 
Product Chenges?” by Dr. Cyril C. Herrman. 

Since the panel discussions ran for three hours and 
produced a transcript of more than 40 pages, in this 
report we will attempt merely to high-light a few of 
the areas which were touched upon. 

On the topic of “The Changing Needs of Inter- 
national Selling”, special note was taken of the Con- 
vention speaker’s statement that American products 
must compete in world markets in quality and price. 
In the field of toiletries and cosmetics this does not 
represent too great a problem. In fact, by and large, 
the consensus was that American products in these 
categories enjoy world-wide reputation for quality; 
prices as a whole are competitive. 

Some general considerations: 

That “export” as such, in toiletries and cos- 
metics, as in most other product categories, is a 
diminishing business. 

That in almost all major markets manufacture 
within the country is an absolute essential, with- 
out which any thought of developing better sell- 
ing methods or any other aspect of marketing, is 
hopeless. 











members of this panel did not feel that there was 
much need for encouraging this move, since the 
many foreign chemical publications and local trade 
books cover the market adequately. Horizontal 
trade publications serve a valuable need in pro- 
moting broad lines of chemicals as against promot- 
ing a specific chemical. There was much discussion 
as to the need for qualitative readership studies 
of publications and the need for uniformity of 
reports was stressed. The course of action will be 
mapped out at a future meeting of our group and 
specific recommendations will be made. 


7. SALES PROMOTION 


The importance of translating American ma- 
terials into the required foreign language plus an 
increased need for technical assistance was con- 
sidered most important. 


Determining what countries warrant local 
manufacturing requires thorough investigation 
by management; market research should precede 
any decision for investment; manufacturers 
should face up the fact that it may take years to 
arrive at a “pay out” period: fast, painless profits 
are not within reach. 

That what are known as “American methods 
of selling and promotion” are fast being adapted 
to local conditions around the world. 

The group then took up the topic “The Pressure for 
Innovation in Advertising and Promotion”. 

Strongly conflicting views were expressed on this 
theme. The only subjects that were fairly well agreed 
upon could be expressed in these considerations: 

There is a great need of training of marketing 
personnel in most countries. American manufac- 
turers ought to greatly develop this training 
through two general methods: (a) by sending 
American marketing personnel with highly de- 
veloped skills to convey their knowledge to 
foreign nationals; (b) foreign nationals ought to 
be brought to the Stateside home offices in 
greater numbers for similar training. 





Cosmetics and Toiletries Round Table. 
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American business could make a significant 
contribution by preparing foreign nationals for 
leadership in their respective industries and by 
giving them the opportunity to take on the most 
important jobs. 

In respect to the above, questions were asked 
about the role of the Stateside “Home Office” in 
relation to degrees of autonomy in the field. Dis- 
cussions centered around the inter-dependency 
of Stateside management and field management 
abroad; how Home Office management should 
make available to their field people full knowl- 
edge on all new techniques in marketing, in 
product development and research of all types; 
how the degree of local autonomy or central con- 
trol from the U.S. varies in different companies 
for many reasons — marketing sophistication in 
the country, product sophistication and develop- 
ment, size of home company’s international divi- 
sion, size of foreign subsidiary and experience of 
the local personnel. 

The third topic, “Do New Markets Require Product 
Changes?” was one that brought near unanimity. It 
is recognized by all that each foreign country requires 
individual consideration on product adaptability in 
the toiletry and cosmetics field: as to formulation, 
packaging, size, etc, and in many cases entirely differ- 
erit products may be required. 

There was consensus also on the need for 
localized research on consumer preferences and 
product testing. It was noted that in most coun- 
tries local research organizations are doing an 
unusually good job. It was also remarked that 
while research facilities exist in many markets, 
U.S. knowledge of their competence seems to be 
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Four major speeches and seminars were very effec- 
tively summarized to the round table members in the 
following order: “Using Research to Plan for Maxi- 
mum Profits” summarized by A. J. Castelli, “The 
Pressure for Innovation in Advertising and Promo- 
tion” summarized by Mr. W. L. Mayer, “Do New 
Markets ‘Require Product Changes?” summarized by 
Mr. Carl Fehlandt, “Creating the Right Selling Cli- 
mate and Company Image Through Public Relations” 
summarized by Mr. W. R. Kapp. 

From the ensuing period of discussion on this 
subject as well as on the questions selected for the 
second part of the meeting some interesting conclu- 
sions were agreed upon: 

1. Still one of the best ways to create better adver- 

tising is pretesting, either individual items or 
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somewhat vague. 

At an open session toward the end of the meeting, 
the floor was thrown open to all types of questions, 
not necessarily relating to the agenda. 

A spirited exchange developed, acrimony was at a 
minimum and some rough topics were talked over in 
good humor. For the purpose of this report we will 
merely mention a few items: 

The use of colored models in advertising for 
the British West Indies and other parts of the 
world was considered. It is the feeling of the 
majority that this is an important project and 
should be furthered. The use of famous colored 
personalities in advertising is recommended. 

“United States campaigns versus locally de- 
veloped campaigns”, a familiar and often dis- 
cussed problem was again aired, without much 
new to report other than the usual generality that 
“it all depends”. A short session like this is no 
forum for a complex problem of this nature. 

As a subsidiary to the preceding discussion, 
there was also some comment on the use of 
Stateside artwork in foreign markets. In many 
cases, good use can be made in many countries 
of really outstanding U.S. artwork. 

And, as always, the problems of TV produc- 
tion in various markets were discussed. Legal 
and local union requirements make it impossible 
to use, in many countries, any filmed commercial 
produced outside the country. This again, is an 
immensely complicated problem, with as many 
facets as there are countries; it might warrant a 
separate discussion of its own at the 1961 LA.A. 
Congress, presided by some experts on TV com- 
mercial production. 


an overall campaign. In the case of ethicals 
especially this may save costly errors that 
otherwise can creep into an overall plan. 

2. Although in the actual implementation of adver- 
tising campaigns or research plans local agents 
may be used, the proper control of your claims 
still makes a central direction advisable. 





Drugs and Pharmaceuticals Round Table. 
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Some companies have found it effective to do 
research through their own sales force. 

4. Acomplete decentralization is applied by some 
companies: they send the formula to any 
country and come out with the same claims. 
They have an international medical department 
in New York and when a new product is de- 
veloped the rationale of that product is set 
down and the overall policy is transmitted all 
over the world. 

5. Although everybody agreed that in many areas 
of the world there are certain taboos regarding 
things like particular colors, illustrations, or 
flavors, the members gave a few cases that 

} proved that effective promotion can success- 
fully overcome some taboos. 

6. In discussing public relations abroad in connec- 

tion with the attacks on the cost of drugs and 
pharmaceuticals in some countries, the state- 
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} Five speeches from the morning general sessions 
and the pertinent seminar discussions of these 
speeches were applied to the electronics industry as 
follows: 

“Do New.‘Markets Require Product. Changes?” 

summarized by Mr. Scott Gilmore, American 
Export Publications and Mrs. Virginia Moore, 
Vision, Inc. 

“Pressure for Innovation in Advertising and Sales 
Promotion” summarized by Miss Ackland, New 
York Herald Tribune. 

“Creating the Right Selling Climate and Company 
Image Through Public Relations” summarized 
by Mr. Arthur Reef, Barnet & Reef Associates. 

“Impact of International Marketing on Company 

j Organization and Outlook” and “Using Research 

to Plan Maximum Profits” summarized by Mr. 
Morton E. Grossman, Journal of Commerce. 
The following is the essence of the discussion: 

1, The need for new electronic product develop- 
ment for overseas markets is generally greater 
than for product adaptation because electronic 
competition from abroad is much stronger than 
in other industries. European electronics ex- 
ports are larger than those of the United States. 

2. Yet Japan, in particular, has been quite suc- 
cessful in adaptation and imitation. This policy 
is followed because Japanese companies lack 
experience in marketing abroad and have not 

t yet fully accepted the effectiveness of the re- 





ment came from the advertising agency side 
that to solve the problem it was necessary that 
the companies re-evaluate how really over- 
priced and overclaimed their products were, 
besides counteracting these attacks through a 
public relations campaign. 

In reviewing the problem of economical re- 
search and pretesting in the small markets, it 
was agreed that still the practical way of evalu- 
ating a market was for the international re- 
search firms to pool together a few companies 
so the cost could be shared. 

In connection with the differences in pharma- 
ceutical companies abroad as against those in 
the U. S., one of the major differences was 
established as the fact that the foreign physi- 
cians have greater concern with the long-range 
image of reliability of a company, rather than 
the fast sell of a given product. 


search which is pre-requisite to creation of new 
products. 

Saturation and conflict with other test-marketers 
is making it increasingly difficult to find good 
test markets for electronic consumer products, 
especially in Europe. Are there good test mar- 
kets in other parts of the world which have been 
overlooked? 

There is urgent need for electronics magazines, 
both industrial and consumer. The infinite 
variety of products and industries served by 
electronics products and the difficulty of defin- 
ing and reaching overseas audiences are the 
reasons given for this deficiency. Can publishers 
solve this problem? Are they? 

The need for public relations abroad is greater 
in the electronics field than in most industries 
because there are more plants being estab- 
lished overseas for manufacturers of such prod- 
ucts to meet competition. Yet most U. S. manu- 
facturers who establish such plants are not 
adequately alive to this need. When they are 





Electronics and Allied Products Round Table. 
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alert and have launched public relations pro- 

grams, the investment has been more than 

returned. 

6. Fast-growing medium and small electronics 
companies who are compelled to go interna- 
tional by competition and the need for growth, 
are at a great disadvantage compared with 
large companies who have experience and 
resources to establish their own organizations 
abroad. There is no easy solution; the prime 
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Co-Chairman: DWIGHT H. MACDUFF 


Advertising Manager, Canada Dry International, Inc. 


Co-Chairman: LEONARD MARSHALL 


Vice-President and Export Director, J. M. Mathes, Inc. 








1. Do New Markets Require Product Changes. It 
was generally agreed that many new markets, as well 
as some of the older established markets, periodically 
require product changes. The objective of most com- 
panies appeared to be to retain their trademarks, 
packages, and ingredients of their products as close 
as possible to their American counterpart products. 
However, trademark registration laws, packaging and 
labelling restrictions, food and drug laws affecting 
ingredients, consumer preference, etc., have indeed 
caused the majority of the companies represented by 
the participants of this meeting to change their 
products. 

The major exception to this general practice of 
product change appears to exist within the liquor 
industry. Furthermore, it was very apparent that 
where local manufacture exists, invariably there are 
deviations from the American product. 

2. The Changing Needs Of International Selling. 
The consensus of this group was that due to higher 
purchasing power, the “growing up” of advertising 
media, the development of advertising agencies 
around the world from mere space brokers to creative 
organizations, the education of foreign peoples to 
advertising, etc., have resulted in the need for changes 
in international selling ideas. 

Three or four conclusions were reached, the first 
of which was that by-and-large the group is increas- 
ingly going in for “hard sell”. Secondly, almost all 
companies are increasing their advertising expendi- 
tures for overseas operations. Thirdly, increasingly 
the emphasis is being placed on local advertising in 
individual overseas markets rather than on inter- 
national or national media. Fourthly, local competi- 
tion from imitative local products is intensifying in 
almost all overseas markets. Finally, it was apparent 
that most companies are carrying out intensive sales 
training programs at the local market level and/or 
developing such training programs. 

3. The Pressure For Innovation In Advertising 
And Promotion. Almost without exception, the par- 
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requirement is sound and experienced counsel. 
7. One deterrent to growth of truly world-wide 
companies is personnel policy. Do they promote 
internally without regard to nationality? Or, is 
a Dutch company all-Dutch above a certain 
level... or an American company all-Ameri- 
can above a certain level? Personnel develop- 
ment according to merit and use of personnel 
where their respective talents can be used most 
effectively should be the policy practiced. 


ticipants agreed that ever-increasing pressure caused 
them to go to new advertising and promotional ideas. 
This pressure appears to come from several sources. 
First of all, from competition. Secondly, from the 
retail dealers and general trade. Finally, increasing 
pressure from the consumer himself, and local restric- 
tions and regulations governing advertising and pro- 
motion, have led companies represented by this group 
to go in for innovations in advertising and promotion. 

4. The Impact Of International Marketing On 
Company Organization. It was generally agreed that 
two major trends are occurring in company organiza- 
tion, as a result of increased overseas business. First 
and foremost, it would appear that most American 
companies are both de-centralizing and training local 
nationals to take over management in the field. 
Secondly, in the some offices of international organiza- 
tions, it would appear that domestic top management 
is taking a much greater interest and active part in 
international possibilities. It would appear that even- 
tually home office domestic and international em- 
ployees will be fused into one organization. 

The inference to be drawn from the latter remark 
is not that there will no longer be a need for special- 
ized knowledge of overseas markets, but rather that 
all companies will increasingly think in world-wide 
terms, rather than in terms of the huge U.S. domestic 
market, and, separately, the overseas markets. 

5. Creating The Right Selling Climate And Com- 
pany Image Through Public Relations. Basically, 
everyone agreed that it is of paramount importance 
to use prestige media in overseas markets, and that 
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the more accurate the information which could be 
obtained through surveys and governmental sources, 
the better. 

Questions And Answers: The discussion during this 
period was limited to approximately 15 minutes, and 
most of the questions raised related to overseas 
advertising agencies. It was generally agreed that 
commissions and services constituted no major prob- 
lem, although in some cases it was pointed out that 
due to the limited size of individual overseas markets, 
such overseas agencies do have to be subsidized. 
Unquestionably, a great number of American com- 
panies operating overseas utilize their U.S. domestic 
agencies to the fullest, and many of such agencies 


have established wholly-owned company offices 
abroad, or operate through associate agencies. 

The two major problems in connection with over- 
seas agencies seem to be: 

1. The lack of creativeness existing in many such 

agencies; 

2. The lack of some of the marketing and research 
services, due to limitations on the amount and 
accuracy of market information. 

Following the discussion on overseas agencies, the 
question of sampling and product demonstrations was 
examined briefly. All agreed that in most overseas 
markets sampling and product demonstrations are 
of prime importance. 
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The seminar began with the following reports on 
formal speeches made during the first two days of 
the convention: 

Joseph Mark, of Rockwell Manufacturing Com- 
pany, reported on Mr. Brink’s address. Four points 
were made. 

1. Soviet use of international trade for political 

advantages. 

2. Increasing international activity has tripled 
Ford Motor Company’s advertising budget in 
three years. 

3. We should always refrain from carrying our 
prejudices overseas. 

4. Quality of products sold overseas must be at 
least equal to locally available products. 

Mr. Mark also had the following comments on 
speeches given previously. According to Mr. Craw- 
ford of Singer Sewing Machine Company, their 
overseas sales collections are now up to 98%, and 
they feel that they can comfortably make full ten-year 
sales forecasts overseas. Mr. di Scipio of ITT, stresses 
the transition to global selling. Selling overseas, he 
feels, is exactly the same as selling in the United 
States, as long as you make the proper allowances 
for local differences. Mr. di Scipio stresses very 
strongly the need for providing proper services for 
industrial products sold overseas. If the services are 
not provided, local service organizations will steal 
the parts business very quickly. 

Mr. Masi of the Clark Equipment Company, in his 
Tuesday talk, showed how advertising is roughed-out 
on a local basis overseas and then sent to the United 
States for polishing by Clark International and their 
agency. He feels that the United States and German 
quality of industrial products is about equal now. 

Much comment evolved around Mr. Herman Bru- 
der’s comment on‘the legal aspects of advertising in 





Germany. It was felt that the real message stimulated 
by Mr. Bruder is that we should never employ in 
Germany the kind of brag-and-boast advertising that 
we have learned is ineffectual in selling industrial 
products in the United States. 

Mr. R. L. Burt of Yoder Company, reported on 
Mr. Swanson’s talk on international publicity. Mr. 
Swanson feels that this function is much more than 
publicity. The Public Relations Department has a 
moral obligation to help people in their own company 
adapt to the social and ethnic situations overseas. He 
feels, further, that wherever possible, PR staffs should 
be built with nationals of the country in which you 
are working. This is still a very great problem because 
skilled people in the areas of publicity are not widely 
available overseas. 

Mr. Rodman Sweeney of International General 
Electric, pointed out in his Tuesday panel on PR that 
he feels we are still “exploiting” to a large degree, in 
our overseas operations. He feels we are taking things 
out and not putting back in and a great deal of effort 
will be needed in the future to help American busi- 
ness people integrate more deeply into the social and 
business communities of the international markets. 

During the panel discussion, Mr. Sweeney pointed 
out that he felt that Mr. Bruder was simply em- 
phasizing that the Germans do not like comparisons 
to be presented in advertising. 

Mr. Beard of Life International, asked the ques- 
tion, “Are media different overseas?” He referred 
particularly to trade versus mass media and inter- 
national versus local media, whether there should be 
a different attitude in considering them for overseas 
advertising. The question was then broadened to a 
discussion of what the buyer of industrial and machine 
tool products might read during business hours and 
what they might read during leisure hours. After 
considerable discussion, it was agreed that we cannot 
generalize on overseas media problems. 

A discussion then ensued on distributor participa- 
tion in industrial advertising overseas. Mr. Azzaro of 
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American Standard, pointed out that they use formal 
contracts with all distributor programs overseas. The 
representative from Owens-Corning pointed out that 
they have never used formal contracts because they 
fee] they would be too difficult to inforce and would 
be meaningless. Mr. Azzaro felt that the experience 
of American Standard showed that distributor par- 
ticipation could be vastly improved through the use 
of formal contracts. In fact, they have distributors 
sign cooperative advertising contracts whether they 
will actually advertise or not. This eliminates the 
possibility of the distributor coming back at a later 
date and complaining that other distributors have 
been given advantages. The representative from 
Black and Decker Company feels that only the most 
aggressive distributors will use cooperative adver- 
tising funds and that one might almost make a direct 
comparison between distributor sales and their use 
of advertising cooperative funds. The representative 
from Link Belt Company commented they are more 
and more encountering requests from distributors for 
cooperative advertising. 

The next general subject discussed was, “What is 
the most effective approach to industrial and machine 
tool advertising?” Mr. Mark of Rockwell Manufactur- 
ing Company, felt that he would like further comment 
on the ineffectiveness of U.S.-type selling overseas. 
Basically, the question evolved around the use of 
hard sell tactics. Senor Bittar of General Electric in 
Brazil, felt they have learned a great deal from the 
U.S. use of hard sell in industrial advertising and we 
should view with extreme caution those who warn 
categorically against the use of any hard sell in over- 
seas advertising. The representative from Yoder 
Company has direct evidence to indicate that indus- 
ments of an overseas advertising program. The dis- 
cussion was then narrowed a little further to case 
history advertising. Should it be local or can you use 
case histories from the U.S.? After considerable dis- 
cussion, it was agreed that it should be local if at all 
possible, but in a few cases it might be unwise to 
“waste” good U.S. case histories. 

On advertising techniques, W. F. Weimer of Rock- 
well Manufacturing, commented that one approach 
might be to simply go back and look at the way one 
handled the introduction of new products or new 
ideas when they were introduced domestically. 
Basically, the same selling situation exists, but it is 
frequently watered down by assuming that the people 
overseas are already familiar with background on 
new products and new ideas. 

In terms of measuring effectiveness of overseas 
advertising, Mr. E. P. Bliss of McGraw-Hill Publish- 
ing Company, pointed out that Readex is now avail- 
able in one of their books. An interesting comment 
made by the IGE representative was that the highest 
Readex ratings obtained in their Latin American 
advertising had the highest Readex ratings on the 
ads on the same subjects which ran in U.S. domestic 
trade publications. 
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The representative from American Optical Com- 
pany felt that there is tremendous need for more 
local study of advertising effectiveness on ads that 
are prepared and produced locally. He would like to 
see a comparison of ads prepared by the International 
Division or Department as opposed to an ad that 
may be prepared by a local distributor or licensee. 

The next area of discussion was “What type of local 
merchandising seems to be effective?” The answer 
seems to be a general answer that everything is 
trial advertising that pulls very well here will also 
pull very well when it is adapted to the local require- 
successful. Most of the merchandising techniques that 
we have developed domestically can be used very 
successfully in overseas selling. However, the mer- 
chandising program must be carefully directed and 
distributors must be educated on the use of the 
merchandising. It is completely fruitless to simply 
describe a merchandising item and ask the distributor 
if he might want it. You must prepare the item 
physically and show him how to use it and then pro- 
vide him with the supplies. 

One of the more important questions discussed at 
this seminar session was, “How do you obtain applica- 
tion or installation photos overseas?” After consider- 
able discussion, it was the unanimous consensus of 
opinion by the people present at the seminar that a 
suggestion be made to I.A.A. headquarters on building 
a known list of photographers throughout the world. 
The participants suggest that the IA.A. through 
newsletters or some other mechaism, poll on a con- 
tinuing basis, all I.A.A. members for recommended 
photographers. A list could then be prepared showing 
other I.A.A. members where good photographers are 
available and indicate, where necessary, the photog- 
rapher’s specialty and also indicate approximate cost. 


Considerable discussion then followed on the degree 
of control over promotional activities of subsidiary 
organizations. Agreement was unanimous that firm, 
strong control is needed in the direction of advertising 
and promotion activities in overseas operations. In 
no case, did the participants feel that local initiative 
had any advantage over strong direction from the 
parent organization in matters of interpreting com- 
pany policy and making basic marketing strategy 
decisions. 

The final point of discussion revolved around the 
degree of emphasis to be placed on corporate adver- 
tising versus product advertising. No agreement was 
reached and it is felt that each individual company 
must carefully analyze the problem and reach its 
own conclusions. However, this can only be done 
when marketing objectives are carefully spelled out 
and set down in writing. For example, a company with 
not too many overseas manufacturing licensees, might 
have a strong need for a corporate advertising cam- 
paign, because the further the customer is from the 
source of supply, the more he must have complete 
reliance on the integrity of the seller. 
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Today’s Major Problem in 
INTERNATIONAL ADVERTISING 








celia to Solve It 
Effectively and Economically 


With American business becoming increasingly international, many advertisers 
are finding it necessary to re-evaluate their marketing programs to encompass 
world markets. Promotional services must be internationally conducted to secure 
and maintain a fair share of the expanded market. More than ever before ad- 
vertisers require the closest formulation, integration and execution of interna- 
tional advertising programs for best results with the greatest economy. 


The most effeetive way to solve the problems of coordination and economy of 
world-wide campaigns is through home office control—that control of policy, 
budget, product and corporate image most effectively attained through the as- 
sistance of an experienced international advertising agency. 


International advertising is a job for specialists, for agencies that fuse a high level 
of advertising skill with a broad range of international advertising experience. 








the type of advertising best suited for the markets under consideration. 


tial of your products. Such a discussion entails no obligation. 


AIAA 


405 Lexington Ave., New York 17, N. Y. 





The International Advertising Agencies listed below have all acquired years of 
gainful experience. Each has specialized knowledge of language, customs, buying 
habits as well as local laws and regulations. Each has a staff trained in providing 


We suggest you call upon one or more of the executives in this group for a frank 
and detailed discussion of your problems and the international marketing poten- 


THE BUCHEN COMPANY NATIONAL EXPORT ADVERTISING SERVICE 
400 W. Madison St., Chicago 6, Illinois. 405 Lexington Ave., New York 17, N.Y. 
FOREIGN ADVERTISING & SERV.BUREAUINC. ROBERT OTTO & COMPANY, INC. 

342 Madison Avenue, New York 17, N.Y. 25 West 45th Street, Néw York 36, N.Y. 
GOTHAM-VLADIMIR ADVERTISING, INC. QUINN-LOWE, INC. 

342 Madison Avenue, New York 17, N.Y. 415 Lexington Ave., New York 17, N.Y. 


ASSOCIATION OF INTERNATIONAL ADVERTISING AGENCIES 
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Britain 


Sweden 

Norway 

Denmark 

Switzerland 

Portugal 

Austria 
The six-country European Common Market and the seven-nation Outer Seven group offer 
exciting new challenges and profitable sales possibilities for advertisers. Here are ten vital 


reasons why the International Editions of Reader’s Digest provide the most efficient available 
advertising coverage for firms having goods and services to sell in these areas. 


4 The Reader’s Digest covers the Common Market and Outer Seven countries in their local 


languages. 


Seven — more than any other single magazine. 


4 The Reader’s Digest reaches over 21,000,000 readers in the Common Market and Outer 


single insertion order. You need only one set of advertising production materials. The Digest 
handles all production details, translations and shipping of materials to all markets for you. 


= You can buy Reader’s Digest coverage of the Inner Six, the Outer Seven, or both, with a 


lars or local currencies. 


Zi. You can pay for your Digest Common Market and Outer Seven advertising in either dol- 


Market and Outer Seven that Reader’s Digest covers in the U.S. — the government, business 
and social leaders who supervise purchasing for their countries and companies . . . and their 
families who set the buying patterns of their communities. 


rs The Digest is read by the same kind of better-educated, better-off customers in the Common 


— a management circulation of 1,200,000 — considerably larger than the combined execu- 
tive circulation of all the international “management” magazines which are read pri- 
marily by the small minority of businessmen who regularly read English. 


4 Reader’s Digest has been covering various Inner Six and Outer Seven countries for more than 


=, Approximately 27% of the Digest circulation in these markets goes to business executives 


a decade. :The Digest has available accurate, certified figures of continued sales growth and full 
facts and details on the nature of its affluent audience. 


Digest circulation is market-wide, penetrating not only the major metropolitan areas in the 
Inner Six and Outer Seven but the smaller communities as well. Moreover, with the Digest 


you can buy all editions covering these two markets, just one or two editions, or any combi- 
nation you choose — flexibility unequalled by competing media. 


One black-and-white Digest advertising page reaching more than 11 million Common Market 
consumers costs just $5,680, — less than half of the $12,920 you would have to pay for a 
combined schedule of the leading local magazines. The Digest’s 4-color Common Market rate 
of $7,470 is about one-third of the $22,560 which local magazines charge. The same is true in 
the Outer Seven. Digest black-and-white page — $4,225; same space in local magazines — 
$6,680. Digest 4-color page — $5,540 vs. $10,280 in local publications. 


Compare costs-per-thousands, too. The Digest Common Market rate is a low $2.13 vs. $3.70 
for the leading local magazines. And in the Outer Seven,the Digest’s $2.26 is well below the 
$2.88 of competing local publications. 


If the Inner Six or Outer Seven markets are of interest to you arid your firm, call your Digest repre- 
sentative for full information on the remarkable, economical and effective advertising coverage offered 
by the International Editions of the Digest covering Euyope. 


the world’s most 


Reader’s Digest |”... 


230 Park Avenue, New York 17, New York, MUrray Hill 4-7000 local wherever it goes. 








